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Preface 


In most countries wholesale markets remain an essential link between 
production and consumption. That such markets should be well managed is 
essential as the efficiency of their operation directly affects the cost of 
carrying out produce marketing. High marketing costs inevitably lead to 
lower prices for producers and higher prices charged to consumers. 
Inefl'icient markets also increase the risk of problems of hygiene, of 
environmental degradation and of transport congestion, to name but a few. 

With rapid urban growth in many parts of the world, wholesale markets 
will continue to play a vital role in chaimelling a wide variety of produce to 
urban consumers, even as new distribution techniques, such as direct supply 
from farmers to supermarkets, are developed. Investments in market 
infrastructure will undoubtedly increase in the coming years, but wholesale 
markets need not represent a financial burden to governments, whether local 
or national. If well managed, they can be run profitably and provide a 
powerful stimulus to the modernization of food marketing generally. 

This Manual analyzes political, legal, economic and commercial aspects 
of the management and operation of wholesale markets. It has been prepared 
to assist market managers and authorities concerned with food wholesaling 
issues to improve the management of existing or planned wholesale markets. 
It follows related publications on food wholesale markets prepared by FAO 
in 1976 and 1991, under the authorship of H.J. Mittendorf and J.D.Tracey- 
White, respectively, which focus.sed primarily on the technical aspects of 
planning and design of wholesale markets. 

The Manual draws heavily on an earlier draft prepared by Eduardo 
Sanchez-Monjo, Director of Catalonia Higher School of Public 
Administration, Spain and FAO Consultant. It was subsequently elaborated 
upon and put in final form by Bob Densley, FAO Consultant. Technical and 
editorial advice was provided by Jaime Novoa, Edward Seidler and Andrew 
Shepherd of the Marketing and Rural Finance Service of the Agricultural 
Support Systems Division. 
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Introduction 


THE CHANGING ROLE OF WHOLESALE MARKETS 

The characteristics of wholesale markets have changed considerably over 
the last century. They continue to change as retailing changes in response to 
urban growth, the increasing role of supermarkets and to increased consumer 
spending capacity. These changes require responses in the way markets are 
organized and managed. 

There is an enormous difference between the village squares or road 
intersections where weekly markets took place and the purpose-built 
wholesale markets which began to appear at the end of the last century in 
London, Paris and Barcelona. Marking even greater change has been the 
establishment of modem food supply centres where wholesaling activities 
for a range of food commodities, together with associated prepackaging, 
assembly and other food distribution activities, are concentrated in one 
complex. 

Central markets have been established this century in many countries 
for the wholesale marketing of fruits and vegetables. In countries which are 
dependent on grains, legumes and pulses as staples, wholesale markets were 
established for these commodities. Sometimes markets have included 
separate or special facilities for the sale of fish, flowers, poultry, meat, dairy 
products, spices and animal fodder. In some of the modem food supply 
centres facilities are provided for a range of products which include fmits 
and vegetables, meat, fish, poultry, dairy products and flowers. Some supply 
centres have related warehouse-distribution facilities for other goods for 
supermarkets and major retail chains. 

As markets have changed, so too have the methods of product handling 
and marketing. Mechanized handling, bulk bins, prepackaging and 
sophisticated credit systems are all part of most modem wholesale markets. 
The sales system where farmers sold directly to households changed to one 
where wholesalers acting as either commission agents or private-treaty 
merchants assembled the produce and sold to retailers and major institutional 
buyers. In some markets an auction-based transaction system was introduced 
and developed. With the growth of improved transport and storage systems 
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has come a growth in brokerage sales. Brokers, often located inside central 
markets, may arrange sales with deliveries being made direct to storage 
operated by supermarket chains, often outside the central wholesale markets. 
Other wholesalers now specialize as marketing agents for large producers 
or groups of producers, arranging packaging, labelling, product brand, and 
promotion and sales on a contracted basis. Some wholesalers act as 
purchasing agents for large buyers including supermarket groups. 

Along with changes in market roles, product mix and the type of 
wholesaling, there has often been a change in location. The traditional 
location of wholesale markets in inner-city areas in many cities is no longer 
appropriate. The need for larger facilities able to accommodate large transport 
vehicles and to avoid problems of traffic congestion, sanitation and noise 
pollution have forced many markets to shift to areas on the outskirts of 
cities. 

While the traditional central wholesale market continues to play an 
important role in many countries, some have expanded to become terminal 
wholesale markets, such as those in major cities of the USA and Japan. In 
Latin America they have expanded to become Centrales de Ahastos (CA, 
food centres). In France, Marches d’interet national (MIN, Markets of 
national interest) and in Spain, UnidadesAlimentarias (UA) have developed. 
These large food supply complexes are located on the outskirts of key cities, 
combining a fruit and vegetable wholesale market with facilities for other 
foods and flowers. In addition, they have facilities for processing, grading 
and packaging, and excellent communication facilities. The whole complex 
is usually managed as a single unit. Because of the high investments involved, 
most of these facilities have been built by a municipality, provincial or 
national government, or often a combination of all three. Some of the largest 
new market comple.xes (e.g. Thalad Market in Bangkok) have been built by 
private enterprise with government-backed finance or other support. 

In developed economies there have been very few new markets 
constructed in recent years. In the United Kingdom it is now estimated that 
up to 75 percent of all traded fruit and vegetables bypass wholesale markets. 
However, some of the transactions for this produce are actually arranged by 
w holesalers based in wholesale markets. Produce is often delivered directly 
from farmers or field-based packing houses to supermarkets, which have 
developed their own merchandising/distribution complexes. Modern 
wholesale markets will continue to be required in developing countries. 
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transition economies and a large number of developed economies in the 
foreseeable future. The extent to which they will survive ■. ni eloped 
countries will depend on their capacity to adapt to changes towards inci vased 
economic concentration in food retailing in the hands of a relatively small 
number of supermarket chains. Additionally, changes will be required to 
meet changes in land use in inner-city areas, a wider range of commodities 
available year round, the development of export and import businesses, and 
the growth of specialty retail shops, bulk handling and prepackaging for 
retail sale. A rapidly expanding restaurant demand, as more and more people 
eat out, and a growing awareness by consumers of what constitutes healthy 
food are also factors influencing demand for markets. 

Markets today must meet specific requirements for a wide variety of 
market users, including farmers, cooperatives, packing houses, specialty 
and general retailers, supermarkets, secondary wholesalers, institutional 
buyers (e.g. the army), large restaurants, hotels and retail food outlets (e.g. 
food chains), importers and exporters, as well as transport operators, banks 
and other businesses. 

Wholesale markets should be linked closely with farmers and markets 
throughout the country and with international markets. The capacity to supply 
parking facilities for vehicles, air and freight .services, together with 
telephone, fax, and e-mail facilities, as well as timely market quantity and 
price information, is an essential part of ensuring the integration of a 
wholesale market with other markets. 

Market managers need to recognize and understand the particular role 
their market is expected to play in the economy at any point in time. They 
must be aware of the changes taking place in the society (e.g. privatization 
of government enterprises) being served by the particular market and the 
likely impact of these changes on retail distribution and sales, and 
subsequently on wholesalers. As already indicated this could require major 
changes such as a shift in location to more appropriate facilities, changes to 
the produce range traded different approaches to wholesaling, product 
handling, transport, storage, packaging, and all aspects of sales and 
distribution. It may require changes to quality standards and their 
administration, to the way market quantities and prices are recorded and 
used, and to the support serv ices required in the market. 
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DISCUSSION OF MATERIALS COVERED 
Chapter 1 

The political, legal and institutional aspects of wholesale markets are covered 
in Chapter 1. Political issues, which frame the decisions taken by the 
authorities concerned, are the backbone of the marketing system. Relevant 
issues are whether or not there will be government intervention in the supply 
of food, and whose will be the primary responsibility for the supply service, 
the allocation of competences among the various authorities, management 
and operation modalities, etc. 

An issue of the highest interest is then presented: whether markets should 
be public or private and whether existing public markets should be privatized. 
Marketing policies, as far as wholesale markets are concerned, are then 
analyzed to clearly establish the difference between what public authorities 
should do and what private operators do in reality. 

Among legal issues the following are examined: the legal and regulatory 
framework as regards the supply of food, the setting of competencies in this 
regard, the posssibility of a legal vacuum and the criteria which should regulate 
the provision of market services. 

As regards the role of the institutions, three levels of administration are 
recognized: central, regional/provincial and municipal. Their respective share 
of responsibilities and the possible conflicts among the three levels are 
outlined. Which institution, and at which level, should take the initiative for 
the promotion, construction and utilization of the markets. Finally, the need 
to strengthen the institutions in this regard is dealt with. 

Chapter 2 

Critical issues for effective market management arc presented in Chapter 2. 
A basic requirement in this respect is the introduction of innovations, and 
of economic and operational criteria. It is also necessary to clearly define 
responsibilities with regard to the ownership and management of physical 
facilities. 

This chapter looks into various modalities for the management of markets 
and examines in some depth public, private, mixed and ad hoc companies, 
their statutes, staffing, technical means, etc. It also looks into the possibility 
of conflicts among authorities/institutions. 

Chapter 3 

The management of markets is dealt with in Chapter 3. Here a series of 
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principles are set out which should guide the sound administration of a 
market and referring to the internal rules which regulate the daily life of a 
market. The operations of the market are reviewed, from start-up to its day- 
to-day functioning including commercial transactions, the issue of selling 
hours, control activities and maintenance. Contracts, authorizations, licenses 
and permits are considered, since they will determine the daily life of the 
market and its longer term future. 

The profit and loss statement of a market corporation is of ever growing 
importance. Budgets which anticipate a loss cannot be permitted, and those 
simply in balance are ever less accepted. A sound policy of rates and income 
is a conditio sine qua non for the proper running of a market. The expenses 
account has also a great importance. Publicizing the operational results of 
the market is nowadays a necessity. At the same time, market corporations 
must provide information on a continuing basis on all aspects related to the 
supply of food to consumers. 

Another relevant aspect is ensuring that consumers and buyers generally 
are represented in the governing bodies of the market corporation. This 
facilitates a smooth operation and the prevention of problems. Training of 
personnel should not be neglected, as it becomes more and more an important 
issue in food marketing. All of the issues mentioned must be duly included 
and quantified in the accounting and other records of the market corporation. 

Lastly, for the effective functioning of the market, and to achieve and 
maintain market transparency, it is imperative that suitable mechanisms be 
set in place to monitor management and the application of rules governing 
commercial transactions. 

Chapter 4 

Basic information on wholesale markets around the world is given in Chapter 
4. The experience of Spain is presented. In this country, starting in the sixties, 
there was a significant change in the design and management of the new 
Food Units (Unidades Alimentarias) promoted by the central government 
and local authorities. Elsewhere in Europe, the French. German, British 
and Italian experiences are reviewed, and from other continents the cases of 
Japan, Hong Kong, USA, Australia and Argentina are presented. 
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Chapter 1 

Policy, legal and institutional aspects 


POLICY FRAMEWORK 
Government strategies and policies 

Many governments now have policies of privatization of public sector 
activities. However, some form of public intervention in markets is usually 
necessary to; 

• ensure supply of staple foods; 

• provide criteria and guidelines for market transactions to ensure fair and 
transparent competition among suppliers and wholesalers; 

• ensure compliance wath standard weights and measures; 

• provide criteria for quality or grade standards; 

• provide controls for human health, and plant and animal pests and disease. 

In addition, government policies in respect of decentralization, economic 
concentration (how much of any business sector is owned or controlled by 
one person or company) transport development, urban development or inner- 
city redevelopment will all have a bearing on how a market will function. 

Functions and responsibility in food supply 

National governments have a function and a responsibility to ensure adequate 
food supply for the population of the country. This responsibility is usually 
undertaken in market economies through governments putting in place the 
necessary infrastructure, and financial and legislative framework so that 
the private sector can operate. In the past many municipalities established 
markets and operated them. But since the 1960s most markets have either 
been run by public sector corporations or authorities, or by private companies. 
A critical factor is that sufficient power and authority to manage the market 
must be delegated or given by the government to the corporation or body. 
This is perhaps best done in terms of legislation which establishes the public 
sector market or which regulates the agricultural marketing sector. Such 
legislation must include the powers and authority to enforce decisions of 


Copyrighted material 




2 


Policy, legal and institutional aspects 


the managing authority. This is usually done through market rules. The 
legislation, which establishes the agency to manage the market, must also 
clearly specify; 

• who actually owns the market (so that the market can secure loans); 

• authority to sell the market (so that the market can relocate); 

• capacity to determine fees and charges; 

• capacity to borrow fiinds against the assets (who gives final approval); 

• capacity to enter into agreements (e.g. finance agreements); 

• capacity to fonn subsidiary corporations or companies or to be a joint- 
venture partner in a company (e.g. managing company wishes to join 
with another party to form a joint-venture company to operate cold store 
facilities in the market). 

The extent to which these functions are delegated will detenuine the 
autonomy of the managing authority. 

Public and private markets 

In theory it can be expected that public sector markets have public sector 
investment and public sector management. Private markets are independently 
established by private enterprise with private sector investment and private 
sector commercial management. 

In practice there are few markets which confonn to one or other of these 
extremes. Many public sector markets are now managed by a managing 
authority controlled by a board of directors, which is often made up of 
representatives of private market users or businessmen. The markets are 
required to be self-funding and to operate with a commercial approach to 
accounting and financing. On the other hand, private company markets often 
require government assi.stance with land acquisition or with funding for the 
major capital investment required. Often the government sector then requires 
direct representation on the board of directors and compliance with some 
stated government objective (e.g. opportunities for small businessmen). 

In nearly all markets, the marketing of agricultural products is dominated 
by the private sector. Wholesalers acting as merchants, commission agents 
or brokers carry out the buying and selling functions. However, in markets 
which use auctions the auction process is often carried out by the public 
authority or managing authority. In a very few countries the managing 
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authority still carries out the wholesaling function. However, such 
arrangements are disappearing. 

Social obligations 

A number of issues relating to social obligations are briefly summarized 
in this section. 

Security of food supply. Governments have a responsibility to ensure that 
basic food staples of sound quality are available in regular quantities. This 
role extends to providing the necessary infrastructure for production (e.g. 
roads, irrigation) and the necessary support services (e.g. fertilizer and seed 
distribution, research and extension services). It may also require the 
provision of any necessary collection centres, cold stores and market facilities 
where private enterprise is unwilling or unable to invest. 

Market traders are in contact with buyers both in the country and 
sometimes in export markets. They, or their agents, are also in close contact 
with producers. Natural or man-made disasters or poor weather excepted, 
they are therefore in a position to ensure continuous, regular and diversified 
supply of agricultural products in response to demand. This role does not 
require any intervention by the managing authority. Where market managers 
have sought to become involved in trading the results have been unprofitable 
for all concerned in nearly every case. 

Creation of effective pricing mechanisms. Wholesale markets and more 
particularly the newer food supply centres provide an environment, through 
the concentration of supply and demand, for elTective price formation, with 
open competition and transparency. The simultaneous presence of available 
produce, buyers and sellers in a single place helps to ensure that prices paid 
and received are realistic and fair at all times. The newer wholesale markets 
with better facilities and more space for handling large volumes afford better 
scope for transparent market operations. 

This concentration of supply and the concentration of demand represented 
through wholesalers by buyers, especially retail chain stores, is of 
considerable importance in developing countries. It is perhaps even more 
important in economies, which are in transition (i.e. countries which were 
previously under a centrally planned system). In these countries the pricing 
process was not developed as prices were established by administrative 
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decisions. Concentration of supply was brought about by production from 
large state production units. The impact of the lack of wholesale market 
facilities became dramatically evident when state food production, storage 
and distribution systems disappeared. In developed market economies, the 
assembly of large volumes of food supplies is guaranteed through large 
farm enterprises or through smaller farmers acting together cooperatively. 

Quality and hygiene control. Once food supply has been assured, there is a 
responsibility to ensure that food products are safe for human consumption, 
that they do not spread plant or animal diseases and that quality standards 
are maintained. This responsibility rests with provincial or local 
governments, which have the power and authority to establish necessary 
regulations. Compliance enforcement is therefore the responsibility of the 
appropriate government body (local or provincial). Usually the managing 
authority is not directly involved, except for providing office or laboratory 
facilities and access for inspection staff. 

In view of large volumes of produce daily entering markets, the inspection 
ser\ ices generally operate on the basis of: 

• reports from casual observations by market staff or by unloading staff; 

• reports from dissatisfied buyers; 

• random sampling. 

Produce not meeting minimum hygiene standards, or which is seriously 
affected by pests and diseases, is usually confiscated and placed in isolation 
under security. Statistical records of confiscated produce and names of the 
producers and the traders involved are maintained. Extension staff follow 
up with traders/producers or transport operations to help prevent future 
losses. Standards and packaging requirements set in the principal wholesale 
market will effectively set these standards for the region or industry. 

Market Information. The prices paid and received for produce traded in 
the market and the quantities of produce traded (by production area and 
commodity item) is important information for the community. Farmers can 
base planting and selling decisions on this market information, and 
government support services can plan extension and research programmes. 
Minimum, maximum, and most-frequent sales prices arc often gathered 
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and quoted. Market reports, to be effective, should be widely distributed to 
producers, wholesalers, retailers, consumers, government agencies and the 
general public. Publication of price and quantity infomiation in newspapers, 
on radio, television, e-mail and market notice boards are all essential to 
ensure timely and effective distribution to interested market users'. 

LEGAL AND REGULATORY FRAMEWORK 

Legal competency - Delegation of power and authority 

fn order to have legally defined roles there is a need to clearly define the 
role of every market. This has to be accepted by national, provincial and 
municipal governments as well as market participants (e.g. growers, 
wholesalers, buyers), serv'ice providers (e.g. transport operators, banks) and 
the market management itself 

State or municipal governments that have the legal competency need to 
enact legislation or regulations which establish the market, the managing 
authority and its role, powers and authority. They should also provide powers 
for the management authority to develop and enforce market rules, and to 
provide for the rules relating to the operations of wholesalers. 

In some situations governments may sec the need to provide legislation 
which regulates the establishment of further market facilities in an area for 
a fixed period of time. Exclusivity, which restricts wholesaling to a particular 
market, has applied in several Australian markets, for example. This is now 
seen as a difficult policy to introduce or sustain in many developed 
economies, given changes towards greater private-sector involvement. 
However, it is an issue, which must be addressed if huge public investments 
in major markets are to be protected. 

Failure of a government to adequately delegate its legal competency to 
the authority charged with the responsibility to manage a market can lead to 
the creation of a legal vacuum. In some circumstances it may lead to activities 
against the interests of the market. Such legal vacuums tend to be exploited 
by those who wield the greatest economic power, to the detriment of 
producers and consumers. In other cases when no competency is allocated 
to a specific authority, management functions may be assumed de facto by 
any authority which feels strong enough to assume them. This can lead to 


' For more information see: Shepherd, Andrew. 1997. Market Infomiation Services. Theory and 
practice. FAO Agricultural Services Bulletin 125. Rome. 


Copyrighted material 




6 


Policy, legal and institutional aspects 


split and ineffective management, resulting in confusion and inefficient 
market operations. In addition, there can be total lack of coordination, for 
example, between the managing authority of the market and the department 
or agency that feels it has the ultimate authority. Poorly delegated competency 
can result in confusion and lack of direction when more than one local 
government or municipality is involved. This has happened in emerging 
economies where insufficient attention is given to the legal and regulatory 
powers, and the authority required by the managing authority for a market. 

There can also be a legal mismatch in situations where the legislative or 
regulatory framework, which provided for the establishment of the market, 
has not been reviewed to reflect changes in the administrative, legal and 
social environment. 

Regulation of market operations 

The broad regulatory structure for a market is best established by legislation 
or regulation. Sometimes it is established by some legal instrument or 
delegation from the responsible government body. As mentioned, this should 
provide the role and functions of the managing authority and any limits on 
its powers and authority, such as the necessity to obtain approval of the 
annual budget, fees and charges, leases, loans and annual accounts. 

The legal framework should also provide market rules for regulation of 
market operations. These may be incorporated in the enabling legal 
instrument or provide that the managing authority may develop rules. In the 
latter case this may require approval of the overseeing (government) agency. 
These regulations or by-laws are of great importance for the correct 
functioning of the market. Careful drafting will avoid conflicts between 
parties involved in marketing operations. 

Market rules themselves often establish the right of the managing 
authority to make decisions on specific issues and provide for the penalties 
and fines to enforce the particular rule. For example, the managing authority 
may be empowered by market rules to determine opening and closing hours 
with which users must comply. 

This subsidiary legislative approach usually requires that the managing 
authority publish in a predetermined manner the decisions taken. For 
example, market hours should be printed in the government gazette and/or 
local newspapers, and given in writing to tenants. In any event it is prudent 
and administratively effective for any such administrative decisions to be 
given to market users in an understandable form. 
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Annex I (by-laws of the Barcelona Central Market for fruits and 
vegetables) provides a translation of the Reglamento de Prestacion del 
Sen icio de Mercados y Matadero de la Unidad Alimentaria de Barcelona 
(Mercabarna) A major legal instrument used in most markets to ensure 
compliance with market rules and to maintain order is that of an agreement 
in the form of contracts with traders and other market users. This is discussed 
in detail in Chapter 3. 

It is important that no part of the market rules or any administrative 
decision or any agreement be contrary to or not provided for by the enabling 
legislation. Additionally, all rules must be in accordance with other laws, 
especially commercial law. In Spain, for example, laws provide that markets 
and slaughterhouses are of the public domain and dedicated to public use 
and services. This can mean that no charge or authorization is required to 
enter the market. In markets in other countries (e.g. the United Sates or 
Australia) the market rules allow for charges to be made for entry by the 
general public and can put strict conditions on entry times. 

INSTITUTIONAL FRAMEWORK 
Organization and structure 

There are several different models used for the structure and composition 
of the managing authority established to manage a market. 

For private markets, company law usually requires a board of directors 
and their election by the shareholders of the company. Where government 
concessions (e.g. for land) or assistance (e.g. for low interest loan finance) 
have been given, the government may require direct representation on the 
board of management. Private companies usually have a chief executive 
officer (CEO) responsible for the day-to-day management, subject to policy 
direction and oversight by the board of management. The CEO may be an 
executive chairman, a managing director, or a manager/general manager. 
The CEO attends board meetings but may not have the right to vote. 

In Spanish markets municipalities have established the markets and 
maintain control by appointing a management company. Decisions on leases, 
market value, fees and charges are made by the municipality on the 
recommendation of the management company. 

In North America, Australia, and some Asian and European countries 
public markets are usually managed by a managing authority (a public 
corporation, committee or board of management). These are mainly of two 
types; 
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1 . Representative: With representatives of the main market-user groups 
(wholesalers, farmers) and usually with government representation. The 
chairperson may be an independent person with commercial or business 
skills. 

2. Executive style: Boards may have persons skilled in commodity 
marketing or production, but the emphasis in selection is on business*, 
commercial, accounting or other specified skills and experience. 

Minimizing political and financial entanglements 

Because public markets are dealing with substantial cash transactions they 
can be seen as opportunities for political appointments and for cash 
“kickbacks”. This risk can usually be eliminated or, at least, minimized 
with carefully framed enabling legislation and market rules and regulations, 
and clearly defined powers and authority. In public markets staff 
appointments, financial accounting, tenders and contracts must all follow 
transparent procedures, as provided for in public service regulations or in 
rules based on the same accountability procedures. Checks and balances 
which may also be imposed include prior approval by government of; the 
purchase or sale/transfer of land or other assets, borrowings, the annual 
budget, the accounting system to be followed, penalties to apply for breach 
of market rules, appointment of the manager and other key staff. However, 
a balance is required between those provisions necessary to ensure effective 
accountability and those which allow autonomous decision-making. There 
is little point in the government appointing a public corporation to manage 
a market if the corporation is prevented from perfomiing its roles by 
unnecessary restrictions. 

Responsibility for maintenance 
and management of physical assets 

It should be very clearly established who has the ownership or effective 
control of market facilities. Whether ownership remains with the local 
govemment/municipality establishing the market or whether it is transferred 
to the managing organization depends on several factors. These include the 
size of the investment, the regional or national impact of the market and the 
type of management structure to be put in place. 

Since the 1960s ownership of physical assets of public markets has 
increasingly been transferred to public entities or corporations. The “day- 


Copyrighted material 



Wholesale market manaaemenl 


9 


to-day” management in some countries may be subsequently granted under 
contract or other arrangement with an ad hoc management company. Direct 
transfer or long-term lease may transfer the assets to the managing authority. 
This will usually be conditional in that the assets may not be mortgaged, 
sold or otherwise transferred without the prior approval of the establishing 
government body. 

Who owns the assets is also important to determine which body is 
responsible for short and long-term maintenance and capital replacement. 
As a general rule this responsibility is transferred to the managing authority. 
Rental charges to wholesalers should be so calculated as to provide funds 
for long-tenn maintenance and capital replacement (e.g. new buildings). 

Where an ad hoc company structure is used to physically manage day- 
to-day operations, careful attention is needed to ensure that it will operate 
in the public interest. This may need a strict requirement in the legal 
instrument or agreement to ensure that the company will comply w ith specific 
public-service procedures in relation to accounting, loans, staff appointments 
and salaries, and reporting. Responsibilities must be clearly defined for 
providing ftinds for long-term maintenance, staff-benefit reserves (e.g. long- 
service leave, redundancy payments) and capital replacement needs. These 
ad hoc companies can be established through subscription of capital by the 
public, by government (public sector) or through a mixture of both. 

Whether the managing authority for a market is a company or a public 
corporation, it is important to have close cooperation w'ith local or provincial 
government bodies. Serious problems can arise where recommendations 
on fees and charges or on the budget (income and expenditure) are made by 
the managing authority, but rejected by the government authority concerned. 
What has to be avoided is that proposals made by the market are rejected or 
modified by the government authority for political reasons. This can mean 
that the market ceases to be financially viable w-ith expenditure exceeding 
income or with no provision for reserves for maintenance and capital 
replacement. There will alw'ays be strong pressure by market users against 
any fee increases, but the guiding principles should be that the market must 
be self-sustaining and that the user should pay - not the public purse. 

Another potential source of serious conflict can arise where the 
government body (e.g. municipality) fails to enforce compliance with 
exclusivity provisions by tolerating wholesale trading outside the precincts 
of the market. The Colombian cities of Barranquilla and Cali are examples 
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of the types of problems which can emerge when, following the establishment 
of new wholesale markets, trading was tolerated in other parts of these cities. 
Several approaches can be followed to minimize these potential conflicts: 

1. Representation of the approving govemment/department body in the 
managing authority - to insure an understanding of, and a commitment 
to, the proposed financial arrangement (e.g. fees, loans). 

2. Regular coordination meetings of the involved departments/liody with 
the managing authority. 

3. Making financial autonomy, and the need for self-sustainability, a part 
of the regulation or agreement which establishes the managing authority. 

Networking of markets 

Sometimes the organization set up to manage a central wholesale market 
has also been given the responsibility to develop and manage local regional 
market facilities. The intention is to link these regional markets with the 
central market. Often this approach has mixed suecess compared with that 
of having local regional representatives manage the local markets and having 
either representation from the central market or regular, programmed 
coordination meetings. Linking market centres with telephone, fax, and e- 
mail services and the development of a time-effective market reporting 
service covering all markets can be an effective means of helping to ensure 
that the desired level of linkage occurs. 
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Chapter 2 

Major issues for 
effective market management 


The major issues which can have an impact on effective market management 
are listed here and summarized in this section. These are; 

1 . Appropriate control of assets; 

2. Necessary powers and authority; 

3. Effective agreements with market users; 

4. Compliance with market rules, contracts and agreements; 

5. Economic viability and sustainability; 

6. Effective relationships with market users, service providers, 
government agencies and other markets; 

7. Operational and managerial efficiency; 

8. Effective decision-making structure; 

9. Trained and disciplined staff; 

10. Marketing confidence - Integrity of wholesalers; 

11. Politics and finance. 

Appropriate control of assets 

Failure to clearly define ownership of assets and consequently the 
responsibility for maintenance and replacement of assets can lead to serious 
inefficiencies in market operation. 

Necessary powers and authority 

Marketing management requires sufficient powers and authority (delegated 
by the government) to effectively manage the market. These should include 
powers to determine the following: 

• rental fees and charges; 

• minimum quantities; 

• hours of operation; 
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• access to the market; 

• traffic and parking controls; 

• produce unloading, loading and stacking; 

• produce movement; 

• allocation procedures; 

• ability to enter into contracts and agreements (e.g. for rental of space 
and for market cleaning). 

In addition, adequate fines and penalties should be provided to ensure 
compliance with market rules and rental agreements. 

Effective agreements with market users 

To minimize misunderstandings and to ensure compliance with the 
requirements of the managing authority, considerable attention needs to be 
given to the development, implementation and compliance aspects of tenancy 
agreements with traders and other renters of market space. 

Compliance with market rules, contracts and agreements 

Market rules and regulations should be impartially, fairly, but effectively 
enforced. Failure to do so can lead to congestion or confusion in the market 
as well as to poor hygiene and costly operations for most market users. 

Economic viability and sustainability 

The managing authority must develop a business plan, an annual work plan 
and an annual budget. The budget, based on the business and work plans, 
should ensure that income generated is sufficient to meet all operational 
costs, as well as to provide funds (in reser\e) for long-tenn maintenance, 
capital replacement and reserves for staff benefits. 

Effective relationships with market users, 

service providers, government agencies and other markets 

Conflicts can arise unless there is a strong commitment by traders to the 
market and an understanding of what the managing authority is seeking to 
achieve (e.g. if changes or increased fees are proposed). Similarly, if a 
government agency has to approve the budget, loans or penalties there must 
be an understanding of why the proposals are made and the need for a timely 
decision. Also, as mentioned, a market is dependent for success on the 
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efficient operations of other markets and market centres such as collection 
facilities and packinghouses. Effective consultation, representation and 
coordination arrangements thus need to be put in place by the managing 
authority with market users, service providers, transport operators, 
government agencies and other markets. 

Operational and managerial efficiency 

The management and staff of the managing authority must be committed to 
the operation of an efficient market. This will require that the market opens 
on time, that traffic and parking is controlled, that produce handling and 
movement is efficient, that space is used appropriately without interfering 
with the rights of others, that market cleaning and garbage disposal is carried 
out regularly (at least on a daily basis) and that facilities are maintained 
(e.g. toilets, drinking water, telephones, fax, e-mail and support facilities 
such as cold stores). 

Effective decision-making structure 

The board of directors of the managing authority must be capable of making 
decisions, which can be implemented. This requires an understanding of 
the objectives, programmes and plans of the organization. It requires effective 
understanding of the role of the market and the need for consultation and 
communication with market tenants, users and servdce providers, government 
agencies and other market managers. It requires having an efficient 
management and staff team. It requires each staff member to know his or 
her duties and how these arc to be carried out. Staff need to know what 
should be referred to the board of directors for policy or decision. Also, it 
means that the board of directors must have the necessary facts for effective 
decision making. This will require a meeting agenda which pro\ ides for 
optimal decisions which can be taken in minimum time. An agenda for a 
board of directors meeting would normally include: 

1 . Managers' report: A report on market operations highlighting problem 
areas and areas for decision or policy. It should advise of progress in the 
implementation of previous decisions. 

2. Financial report: A report showing for the period (month or quarter), 
income and expenditure compared to budget and. as required, a profit 
and loss statement, annual accounts and any loan proposals or debt 
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reports. The board may request a list of all payments in the month/ 
period. 

3. Capital expenditure: Proposals on new capital expenditure. 

4. Market tenancies: A summary of the current situation, proposals for 
new tenancies, transfers, etc. 

5. Market operations: Any matter which needs to be raised on market 
hours, market access, traffic, parking, produce handling, cleaning, etc. 

6. Matters for policy/board decision: An agenda paper for each policy 
issue should be prepared to give details of : 

• the issue - why it needs to be considered; 

• background - any information needed on the present policy, the 
problem identified, the legal position, the financial costs involved; 

• the options available; 

• recommendation by management - giving reasons for the option 
selected and possible consequences of the proposed decision. 

The board of directors has a responsibility to ensure that management 
fully implement the programmes, plans and decisions of the board in a timely 
and cost effective manner. 

Trained and disciplined staff 

Market staff need to be well-trained in order to know what they are to do to 
meet the managing authority’s objectives and plans and to implement the 
board’s decisions. Staff require supervision to ensure their approach is 
disciplined and structured. Financial accountability, conscientious attendance 
and impartiality, fairness and consistent firmness in ensuring that market 
rules are observed are all essential to efficient market operations. 

Market confidence - Integrity of wholesalers 

Growers who wish to supply produce to a market need to have confidence 
in the market and its integrity - especially as regards their transactions with 
wholesalers. Usually the managing authority is not directly responsible for 
ensuring compliance with government commercial law. However, it will 
be necessary to take some initiative if a wholesaler is reported as consistently 
failing to pay suppliers the right amounts of money or to pay on time. Any 
evidence that a particular wholesaler may be running into financial 


Copyrighted material 



Wholesale market management 


15 


difficulties or even bankruptcy can affect the market and hence potential 
market revenue, including managing authority income. 

Politics and finance 

Markets subject to political intervention in terms of staff placements, 
allocation of space to traders or to financial “kickbacks” inevitably become 
poorly managed and poorly supported by suppliers and buyers. Also, overly 
ambitious eapital development programs requiring large funding from 
reserves or loans can result in an overcapitalized market not able to be 
sustained by income from rentals. Market expansion, which requires large 
capital investment, should be based on predetermined demand and a 
precommitment agreement with the expected users of the new facilities. 
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Chapter 3 

Market management 


GUIDING PRINCIPLES 

A wholesale market will be judged on the following criteria: 

1. Financial viability of the market rellecting confidence and trust in its 
use, and acceptance of its fees and charges and rules by wholesalers, 
fanners, retail and other buyers and users. 

2. Operational efficiency, including: 

• efficient handling of the arrival, unloading and loading of 
produce; 

• discipline in the market in the internal movement, storage and 
display of produce, which is achieved through enforceable tenancy 
agreements, and widely accepted and implemented market 
regulations or rules; 

• traffic control and vehicle parking; 

• personal safety; 

• produce security; 

• cleanliness and hygiene; 

• effective provision of services, such as loading and unloading 

services, produce movement, electricity, garbage collection, 
telephone, fax, e-mail, and internal communications, warehousing 
and cold storage. 

3. A pleasant and safe trading and working environment in which private 
trading can operate profitably. Such an environment should have toilet, 
food and refreshment facilities, and other service facilities such as banks, 
accountants, input .suppliers (e.g. packaging materials, seeds and 
fertilizers for farmers), parking, and food and accommodation facilities 
for transport operators. 

4. The extent to which the market meets general community needs by 
cn.suring: 
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• a regular supply of staple foods in the necessary quantities and 
quality; 

• transparency in price setting through free competition between 
traders; 

• that standards and grades are adhered to, where relevant; 

• that packaging meets the needs of the market and of the eventual 
consumers. 

5. The relationship of the management authority with market users, 
including wholesalers, other market operators, farmers and suppliers, 
retailers, and other buyers and service providers. 

CONTRACTUAL AGREEMENTS WITH MARKET USERS 

Most management authorities have contractual agreements with persons 
renting space in the market in order to clearly define rights and obligations. 
This is to ensure discipline in market operations, and to minimize 
misunderstandings leading to costly legal disputes and litigation. 

For occasional or casual users this can take the form of terms and 
conditions printed on a ticket or permit which is issued on payment of a fee. 
Often a statement acknowledging acceptance of, and willingness to comply 
with, the terms and conditions of market rules is included for signature by 
the users. Failure to comply can lead to the managing authority refusing to 
allow access to selling space or to allow access only on restricted conditions. 

For longer term wholesalers and other market tenants the managing 
authority usually enters into a specific contract with each tenant. This is 
frequently a lease or rental agreement which gives the managing authority 
absolute final control over the premises. More details of what a market 
lease or rental agreement should cover are giv'en in Annex 2. In general, 
such an agreement should specify: 

• the area to be rented or leased (ground lease: space in building described 
by area, position, number, etc); 

• the rental or fees to be paid, when they are to be paid (e.g. monthly, by 
the first of the month, in advance), where they are to be paid; 

• penalties or charges for failure to pay by due date; 

• the period or duration of the rental or lease; 

• arrangements or options for renewal of the agreement (when provisions 
of existing agreement have been observ'ed); 
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• procedures for adjustment to fees to cover inflation or other cost 
increases. Most usually this is done with reference to an ino._ “ndent 
index (e.g. cost of living index) or to an agreed percentage at regular 
intervals. Occasionally, arbitration may be provided for; 

• that the lease or rental should apply only to the particular person, firm 
or partnership, or company while engaged in the approved business 
(e.g. wholesaling of fruit and vegetables) and only as long as the 
particular person/firm remains licensed for this purpose (with the 
relevant authority); 

• arrangements for subletting. Usually subletting is prohibited and is only 
allowed by prior approval in writing from the managing authority 
(otherwise the agreement is considered void); 

• proscription of modifications (including signs) to the premises without 
prior written approval of the managing authority. Any modification 
becomes the property of the managing authority; 

• repairs to premises. They may be at the cost of the tenant or the authority, 
and this responsibility needs to be clearly understood and stated; 

• arrangements for supply of electricity, water, sewerage, telephone, fax, 
e-mail, security, cleaning and maintenance, and payment arrangements; 

• action in event of non-payment of fees or failure to comply with the 
market rules. This constitutes a breach of contract and the contract is 
usually automatically terminated with the building returning to the 
control of the managing authority; 

• penalties for breaches of market rules. Failure to pay these will result in 
termination of the contract (some markets insist on traders paying a 
security deposit from which fines are deducted); 

• compliance with licensing requirements; 

• market inspection. The authority should have an agreed access to the 
lessee’s premises; 

• staff employed. It is usually required that they remain on the rented 
space; 

• guarantees (i. e. who will supply any financial guarantees); 

• legal costs. The agreement should specify who will pay these in the 
event of dispute. 
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A WELL PLANNED MARKET FACILITATES MANAGEMENT 
AND OPERATIONAL EFFICIENCY 



Easy access to the market with sufficient 

and orderly parking - Agricultural Market of Thailand 



Controls on vehicle entrance and exit 

and fee collection - Wholesale Market, Cairo, Egypt 
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WHILE EASY ACCESS TO BUILDINGS IS REQUIRED, 
CONGESTION MAY PREVENT THIS 



An example of well defined internal circulation 

around a market building - Agricultural Market of Thailand 



Without careful control congestion may prevent access 
to market buildings - Agricultural Market of Thailand 
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DISCIPLINE OF INTERNAL MOVEMENTS, TRAFFIC CONTROL, 
SUFFICIENT AND ORDERLY PARKING 




Adequate parking is provided adjacent 

to the fresh vegetable market - Agricultural Market of Thailand 


Formation and enforcement of parking and circulation rules 
will help prevent congestion - Wholesale Market, Bogota, Colombia 
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PRODUCE COMES TO THE MARKET 
USING A VARIETY OF TRANSPORT MEANS 



Traditional transport methods 

continue to be used - Wholesale Market, Bogota, Colombia 



However, the large volumes transacted justify the use 
of modern equipment - Wholesale Market, Bogota, Colombia 
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PRODUCE CONTINUES TO BE MOVED 
IN VARIOUS WAYS WITHIN THE MARKET 



In many cases in-market circulation 

continues to be quite simple - Amman Wholesale Market 



But here large volumes of well-packed produce justify 
modern equipment - Bloemfontein, South Africa 


Copyrighted material 



I^u«i»ttej I G.i'tiettez 




PRODUCE ARRIVES IN DIFFERENT CONTAINERS 

AND SPACE FOR STACKING AND STORAGE IS REQUIRED 


Wooden crates are being replace by plastic crates 

which handle, stack and store easily - Wholesale Market, Bogota, Colombia 


Produce delivered in fibre bags requires different handling, 
stacking and storing methods - Wholesale Market, Bogota, Colombia 
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ALLOWING ADEQUATE SPACE FOR PRODUCE DISPLAY 
IMPROVES SALES AND REDUCES LOSSES 



An attractive stacked display 

in the tomato market - Central Market, Buenos Aires, Argentina 



The watermelon building where watermelon seed 
is also traded - Agricultural Market of Thailand 
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Market for seasonal fruits such as lychee, mangoes, 
sweet tamarind and papaya - Agricultural Market of Thailand 



A particularly attractive flower 

and ornamental plant market - Agricultural Market of Thailand 
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PRODUCE WHICH ARRIVES IN BAGS OR BASKETS 
REQUIRES DIFFERENT DISPLAY METHODS 



An area for fresh vegetables in baskets for sale 
to retailers at night - Agricultural Market of Thailand 



The farm products yard sells taro, yams, beans and corn 
in bulk or smaller quantities - Agricultural Market of Thailand 
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MARKETS GREAT A LOT OF WASTE 
WHICH NEEDS TO BE CORRECTLY HANDLED 



Incorrect handling of waste is unattracitve 

and unsanitary - Wholesale Market, Port of Spain, Trinidad 



A simple enclosure for waste, while not ideal, 

is still an improvement - Vegetable Market, Harare, Zimbabwe 
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MARKET RULES AND THEIR ENFORCEMENT 
Regulation in the market 

Markets are places for the interaction of various interest groups and 
individuals seeking to optimize their revenue. Markets therefore need to be 
managed with an impartiality, which recognizes the importance of all users 
for its successful operation. However, in a competitive environment there 
will be inevitably conflicts, and chaos and confusion which can be to the 
detriment of the weaker participants unless there are clear and concise market 
rules or regulations and strict and consistent enforcement of them. 

These rules or regulations should be clear, practical and as simple as 
possible so that they are easily understood and implemented. The reasons 
for the particular regulation should be understood by all users of the market. 
They should be drafted by the managing authority in close consultation 
with market user groups to ensure their practicality. They must take account 
of national and municipal laws and be within the power and authority given 
in law and in any enabling legislation, order, or legal instrument establishing 
the managing authority. Further, the penalties or sanctions to enforce 
regulations or rules must also be within the power and authority of the 
managing authority, or be provided for in legislation or regulation. For 
example, if it is proposed to have “on-the-spot” fines for parking offences 
this power may need to be given or delegated by the provincial or municipal 
government by inclusion in their legislation or regulations. 

Market rules and compliance 

The most practical way to ensure compliance with market rules is to have 
the market users, through their representatives, involved in the drafting 
process. Peer or group pressure within the market can mean that for most of 
the time rules are observed. For example, if a wholesaler consistently stacks 
produce on the market floor or pavement area outside of the space leased 
by him then other wholesalers who are disadvantaged or hindered in their 
business will seek to correct the situation. There must be clearly understood 
procedures for action to be taken by the managing authority. Staff must be 
clearly designated as responsible for .specific activities such as enforcement 
of rules applying to loading and unloading and the stacking of produce in 
walkways, loading areas and other common-use areas. These staff must 
have the delegated power and authority to act. Action normally consists of 
a first warning to remove the offending produce. If that order is not complied 
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with the offender should be penalized cither by the removal of the produce 
to a holding area by market staff ( with recovery on payment of costs and a 
fine ) or by issue of a breach notice, leading to the penalty authorized in the 
rules. In some persistent cases the matter may be taken by the chief executive 
officer to the board of the managing authority and the board may impose a 
larger fine, if provided for in the rules. 

In extreme cases the board may require the tenant to show cause why 
the lease agreement should not be terminated as a result of failure to comply 
with the provisions of the contract. However, before this action is 
contemplated the board should call the offender into a meeting. In some 
situations the tenant may face a practical problem which needs to be 
addressed by the managing authority. For example, bad layout may give 
poor access to floor space in a particular location. 

Market rules - Some legal issues 

What is included in the market rules will depend on a number of factors; 

• the legal competency or powers and authority delegated by government 
to the managing authority; 

• whether there is a legal lease or rental agreement or contract between 
the managing authority and market tenants and the coverage of that 
agreement. It is not desirable for the rules to duplicate provisions of contracts; 

• the functions undertaken by the managing authority. For example, if 
the authority reserves the sole right to undertake all loading and 
unloading serv'ices in the market then the market rules must specify 
this; 

• if there are several commodity groups (e.g. separate wholesale markets 
for fruit and vegetables, fish, meat, or flowers) in a food supply centre, 
then separate rules will usually be necessary for each delivery and trading 
arrangements are usually different; 

• if the rules are difficult to be amended (e.g. requiring government or 
parliamentary approval), then the rules themselves may provide that 
actual practical regulations be made by decision of the board (e.g. the 
market rules may state that market entry “shall be as detennined by the 
board from time to time”). A decision of the board given as a notice to 
the all tenants in the market would specify the actual hours when vehicles 
and persons may enter the market. 
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Market rules - Issues in drafting 

A number of issues must be considered in the development and drafting 
of market rules and regulations (see Annex 1 for an example of rules 
developed for the Mercabarna Market in Barcelona. Spain). This section 
identifies the major issues and offers specific comments that will be of 
help in this undertaking. These are; 

• market trading days; 

• market hours and market access; 

• authorized produce trading; 

• minimum quantities; 

• allocation of space; 

• ancillary functions; 

• vehicle movement and parking; 

• produce handling; 

• quality and packaging; 

• wholesaler activities; 

• cleaning and garbage disposal; 

• licensing; 

• fees and charges; 

• penalities; 

• other matters. 

Market trading days. A major decision to be made is on which days, if any, 
the market is to be closed. This should be done in consultation with 
government as well as with the users. 

Market hours and market access. Market rules generally need to cover 
three specific areas in relation to market hours: 

• hours for delivery and collection of produce; 

• hours for entry of people including wholesalers, their staff, licensed 
buyers (if appropriate) and the general public; 

• hours of trading. 

Some markets seek to restrict trading hours which, in effect, is a restriction 
only on produce movement. Much trading activity in markets now takes 
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place by telephone, fax or e-mail. This is difficult and not particularly 
desirable to regulate. The reasons for wanting to restrict trading hours need 
to be clearly understood by the managing authority and accepted by the 
market overall. These could include security, market cleaning requirements 
and life-style choices of wholesalers (not wanting to operate all day). 
However, decisions to restrict trading hours will mean that the board also 
has to make decisions on the following: 

• a time after which movement of produce to selling floor areas is not permitted; 

• times at which produce may enter or be moved from or to warehouse 
storage areas located elsewhere in the market, including delivery to 
facilities controlled by supcnnarkets within or outside the market. 

Decisions on these matters will have an impact on decisions with regard 
to entry of vehicles loaded with produce and entry of people into the market 
as well as in respect of produce collection and exit. Hours of entry of vehicles with 
produce will depend on; 

• areas and distances from which vehicles have to travel; 

• whether any general or specific conditions apply such as checkpoints 
or government regulations on heavy vehicle movement inside cities. It 
is self-evident that times of entry of vehicles into a market must be 
consistent with permitted times of access to the city; 

• whether loads are palletized, unitized (i.e. one product for one 
wholesaler) or consist of mixed loads of produce for various selling 
floors. Different trading hours may have to be applied to allow produce 
to be unloaded, sorted and delivered to sections before opening of 
trading; 

• whether market design and layout requires tmeks delivering produce to exit the 
market before the opening of trading and the arrival of buyer’s vehicles; 

• whether there is a separate farmers market. For such markets smaller 
vehicles are often used as selling platforms, and these occupy valuable 
pavement space. 

Separate rules usually need to be applied in respect to: 

• entry of wholesalers’ personal vehicles (cars, motor cycles) and their parking; 
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• entry and parking of buyers’ vehicles, including the general public; 

• entry of empty vehicles wanting to collect produce. 

Most markets require wholesalers and staff' to park vehicles in designated 
areas away from trading floors. Some markets give, for a small annual fee, 
a special entrance privilege to registered buyers (i.e. retailers or larger 
institutional customers). This allows larger buyers to have access to loading 
areas and to inspect produce prior to general public access. 

Whether separate rules need to be developed in respect to the exit of 
vehicles with produce w'ill depend on the hours of operation, the need for 
security of produce, and the need for a time when traffic is minimal to allow 
for market cleaning and/or orderly unloading. 

In most markets information is obtained regarding quantities being 
delivered from vehicles entering with produce. Usually a copy of the driver’s 
manifest (loading docket) is obtained and the date and time of arrival 
recorded. Where such manifests are unavailable and quality information is 
required, it may be necessary to follow other procedures. These, however, 
can often be time-consuming and delay access. 

In some markets where access by buyers is not differentiated, registered 
buyers di.splaying appropriate stickers are allowed to back into loading ramps 
while cars of the general public are directed to other areas for parking. 

Some markets allow wholesalers and their staff unrestricted access during 
daylight or specified hours, but require that prior approval be obtained for 
regular entry outside these hours. Emergency entry (e.g. to check produce 
arriving late or to service a cold store owned by the wholesaler) should be 
recorded by gate staff. Restrictions on entry are usually applied for security 
of produce or to enforce trading hour regulations. 

Separate rales for hours of entry or operation may be developed for 
ancillary services such as cafes, restaurants, cold stores, prepacking plants, 
sorting or “picking-over” areas, warehouses, ripening rooms and other 
service areas 

Authorized produce trading. The market rules (as well as the tenancy 
agreement) should specify what produce may be sold in the space rented or 
leased. They may also prescribe the packaging required. For example, many 
Indian markets specify that fruit mu.st be packaged in wooden boxes and 
must be sold in the boxes in W'hich it arrives in the market. 
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Problems arise in markets where authorized produce is not specified. 
This often leads to wholesalers selling other produce, such as eggs or spices, 
in a fruit and vegetable market. In addition, the rules should specify that 
only authorized sellers of authorized products can trade in the market. This 
can be used to prevent itinerant sellers, including outside food vendors, 
from operating in the market. 

Minimum quantities. The determination, within market rules, of what 
constitutes “wholesale” sales is dift'icult. Some markets specify that produce 
must be traded in the container in which it airives (i.e. case, box, carton or 
bag). This approach usually requires that the acceptable containers be 
specified or approved by the managing authority. 

Dift'iculties faced include how to deal with bulk deliveries or loose items. 
Large disposable bulk bins of fruit are now delivered to many wholesale 
markets. Usually these are sold on pallets and delivered to large retail stores. 
Sometimes, however, they are repacked into smaller packs. Loose larger 
items such as melons, pumpkins, cabbages and cauliftowers do not readily 
lend themselves to a concise definition of “wholesale” quantities. 

Some markets make a simple distinction between wholesale and retail 
sales by establishing a minimum trading quantity for all produce. This leads 
to many anomalies. For example, 5 kilograms of garlic is a reasonably 
significant quantity, while 5 kilograms of watermelon can be one melon. 
However, such a blanket approach is sometimes preferred to the alternative 
of specifying and enforcing difterent minimum quantities for all items. 

Some markets allow access to the general public after registered retail 
buyers have had prior access. At this time wholesale sales in smaller 
quantities may be permitted. However, as a general rule the preferred 
approach is to determine the package size and require sales in the container 
in which the produce arrives, with minimum quantities being specified for 
loose or bulk items. 

Allocation of space. In the case of casual or daily rentals of space, as is 
common in producer or farmer markets, the issue of space allocation can be 
a problem. This can arise when farmers or suppliers visit the market every 
day, filling all available spaces and leaving no spaces for farmers who want 
to make seasonal or occasional sales. The majority of “producers” tend to 
become traders, often buying from others and turning the “farmers” market 
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into just another wholesale market. Some markets do not give permanent 
bookings or access to any space but allocate on a “first come” basis or on a 
random method of selection for selling space. Some restrict access (e.g. no 
producer may sell more than twice a week). 

In the case of wholesale spaces the issue of space allocation mainly occurs 
when a new market is established. If an exi.sting market is transferred to a 
new site, then first preference is usually given to existing traders. Space is 
usually allotted by a tender system or through a ballot or lottery. Such an 
arrangement can include a segmented tender or ballot system: one for existing 
traders and one for new tenants. Sometimes, seniority of licensees in tenns 
of time or volume traded in the existing market is used to allocate space. To 
ensure order it is often desirable to specify the range of commodities to be 
traded in a particular section or part of a market. The number of sections 
available for each product group is then detemiined and allocated block by block. 

In Johannesburg and some other wholesale markets in South Africa, space 
for wholesalers is allocated monthly on the basis of the previous month’s 
sales, thus avoiding any problem of vacant or underutilized lots. This is 
made possible by a centralized system of payment transactions, all of which 
are recorded by the market. 

Tenders can be based on either an agreed upon “entry-fee” to the market 
or for the rent the bidder is prepared to pay. Both of these approaches can 
lead to problems. The entry-fee approach can result in returns less than the 
total investment. The rental system can lead to a wide range of rents applying 
and apparent inequities. Often the drawing of lots is used to determine both 
eligibility for a space and for the actual section or stall allotted. In some 
markets, once a section has been allocated, the wholesaler must either 
purchase the property for a sum equivalent to the recently established 
privately owned investment (payable in cash or in installments at determined 
interest rates) or pay a lease fee which is calculated by the managing authority 
by amortizing the investment over the expected economic life of the 
investment property. 

In the case of the new privately operated Talad market in Bangkok, 
Thailand, no charges were made at the commencement of trading operations 
in order to encourage entry into the market. However, charges are made for 
use of services such as cold stores, ripening rooms, or the use of forklifts. 
Fees, after the initial period, are set at a level necessary to recover investment 
over a predetermined number of years. 
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The current practice in Spain. France and other European countries is 
for the payment of lease fees, by which the managing authority is able to 
recover the construction costs. In addition, wholesalers pay a monthly rent 
to cover their share of the operational expenses of the market. Some markets 
operate a licensing system for use of trading space. In other markets there 
are also license fees payable by wholesalers for the right to operate as 
w'holesalers. In Australia these are paid to provincial govermiients which 
are responsible for establishing regulations for the conduct of wholesale 
operations, whether by merchants, commission agents, brokers or 
participants in auctions. 

In most markets, leases (or licenses in some markets) for rental of 
wholesaler trading space are incorporated in a lease or tenancy agreement. 
This stipulates the period of the agreement, lease or license to occupy space. 
At New Covent Garden (Nine Elms) in London it is for seven years. In 
Barcelona the term is 49.5 years (6 months before the end of the 
administrative concession granted by the Municipality of Barcelona to the 
company Mercabama S.A.).Thc issue of lease length can be a major problem 
if over-long leases prevent new wholesalers entering the system (e.g. the 
old Amman wholesale market). Leases or licenses to occupy space may or 
may not be transferable by the lessee/licensee. This usually depends on the 
approach taken to recover investment costs. Obviously, lease transferability 
is attractive to traders who can recover the entry fee if the business they 
have created is put up for sale. Transferability, as provided for in market 
rules and lease agreements, usually requires the prior approval in writing of 
the managing authority. Conditions can also apply. In Barcelona, the 
Mercabama company reserves the right to evaluate the transfer of licenses 
as a means of retrieving the initial investment costs, requiring that this be 
paid by the original license holder. In this case, if the management company 
establishes that the amount advised for the license transfer does not 
correspond to the amount actually paid, it has the right to withdraw and 
cancel the license. Some managing authorities require payment to them of a 
share of the proceeds of any wholesale lease/license transfer. 

Most markets have a mie or regulation, which empowers the managing 
authority to refuse a transfer in the following circumstances: 

• to a person or company previously e.xcluded from the market or other 

markets; 
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• to a person or company which has a history of insolvency or bankruptcy; 

• to a person or company already owning or leasing a section or space ( or 
nominated number of spaces) in the market. 

Some markets specifically exclude persons engaged in retailing 
(including supermarkets) from owning or controlling wholesale space in 
the market. 

Where the managing authority seeks to restrict the allocation or transfer 
of a section or space on the grounds of a person having control of another 
space, it is important that there be a provision in the market rules clearly 
limiting the number of sections in which any one person may have an interest. 

Provision should exist in the market rules for the transfer or cancellation 
of leases or licenses in the event of death, bankruptcy or liquidation of a 
company. Many markets have found it expedient to have a provision for 
cancellation of leases in these circumstances. Without the possibility of 
reissuing a lapsed lease, matters can take years to resolve and revenue is not 
earned for the space. 

It is usual to include in the market rules a provision for cancellation of 
leases/licenses in cases of default on payments, unauthorized subletting or 
transfer of leases/licenses; and for consistent offences in relation to 
operational management; or for serious misconduct (such as assaulting an 
employee of the market). 

Once market operations are under way, the assignment of new or vacant 
market stalls to established or to new external wholesalers requires prior 
decisions on; 

• whether to establish a maximum holding by one person/firm; 

• whether introducing new wholesalers is desirable; 

• the method of allocation (tender or lottery - tenders can be more 
acceptable in these circumstances than at the time of initial allocation). 

In relation to the allocation of other facilities in the market (e.g. 
warehouses, cold rooms, ripening rooms and packaging or sorting rooms) 
separate contracts or lease agreements are usually entered into with persons 
using these facilities. These arrangements can be for a ground or land lease, 
with responsibility for construction by the successful tenderer or nominated 
company of a clearly defined building which may, in time, become the 
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property of the managing authority. Such arrangements allow for 
management of these facilities independently of the selling floor areas. Also, 
separate contracts permit necessary additional or special conditions to be 
applied (e.g. responsibility for maintenance, management, access and 
security). Allocation of non-trading-floor space should normally be done 
by tender in order to maximize the market’s revenue. 

Sometimes management authorities build these facilities “on demand”, 
for example, warehouse facilities may be constructed as a result of prior 
agreement with individual wholesalers to rent a specified area for a rental 
which would repay the investment over a period of, say, 10 to 15 years. 

Ancillary facilities. The rules for ancillary facilities such as cold storage, 
warehouses and prepackaging areas will depend on the policy adopted in 
relation to their construction (i.e. who paid for these buildings). Those 
facilities located within the market complex, but independent of trading 
areas, should have separate market rules. General rules for cleaning can 
apply but these facilities should have their own operational rules or 
regulations, especially as regards opening hours for access to and for the 
movement of goods. In order to maintain management unity and security in 
the complex, it is preferable that access to these facilities be through the 
main entrances of the market, both for people and vehicles. The rules for 
these facilities should clearly determine whether they may be used by other 
than the lessee (e.g. for storage of produce owned by other traders). Either 
the market rules or the contract agreement should establish this right and 
provide for indemnities to the managing authority in the event of default, 
theft or loss. Operators of these facilities should be required to supply the 
same information on volumes handled and other matters as is required from 
market wholesalers. 

Vehicle movement and parking. Markets should have a traffic control plan 
aimed at ensuring public safety, efficiency of produce handling, and optimal 
use of pavement and parking areas. This plan can be translated into 
operational plans for staff. The plan will also require some powers to be 
established within the market rules to allow staff to implement and enforce 
it. Issues to be addressed should include: 

• hours and procedures for entry of vehicles with loads; 
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• designated unloading areas; 

• duration vehicles may park in loading doclo'ramp areas and the time by 
which they should leave these areas; 

• exit of vehicles which have brought produce to the market; 

• parking for buyers’ vehicles, including time allowed at loading ramps/ 
docks. (Note: one of the reasons some markets register retail buyers is 
to give parking permits which enable enforcement of parking rules by 
withdrawal of permits for consistent infringement.); 

• entry and parking of wholesalers’ and staff vehicles; 

• entry and parking for cars and vehicles of the general public; 

• parking fees; 

• penalties for illegal parking or for use of an area larger than permitted 
including “on-the-spot” fines As mentioned the legal environment may 
require municipal, provincial or national legislation to enable the market 
to impose penalties. A government may require a consistent approach 
in all public or qua.si-public areas; 

• hours of exit of vehicles, if market is to be closed; 

• inspection of vehicles leaving to ensure appropriate documentation and 
to prevent theft of produce; 

• registration of vehicles and equipment, such as forklifts, used by licensed 
drivers for produce movement in the market and creation of special 
roadways/alleyways for forklift movement. 

Produce handling. This includes the unloading, on-section movement, 
movement between wholesalers, loading, stocking and display, and sorting 
of produce. Each of these is briefly described below. 

Many market authorities have reserved for themselves, or for an 
organization they appoint, the right for the unloading oi' produce. The reasons 
for this are to minimize confusion, to more economically utilize mechanical 
handling equipment, to reduce theft (for night arrivals), and to keep 
wholesaler presence in the market during night hours to a minimum. Market 
rules therefore can stipulate that unloading of vehieles should be done by 
the managing authority or by companies appointed or authorized by the 
authority. In some markets (e.g. Brisbane, Australia) a wholesalers’ 
cooperative association was authorized to do the unloading on behalf of all 
wholesalers. Other markets have labour cooperatives or contracted 
companies. 
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"On-section ” movement of produce within a rented space is the 
responsibility of the lessee/Iicenscc. Market rules usually specify that a 
wholesaler must not stand produce outside the leased area. 

In a busy market it is possible for many vehicles and forklifts to be used 
for produce movement between wholesalers and to and from warehouses 
and other facilities. Some markets, in their market rules, apply restrictions 
and conditions on the use of forklifts and vehicles operating in the market, 
requiring licensing or registration of such vehicles with the authority, 
licensing of drivers with the appropriate authorities, and training within the 
context of the market’s traffic control plan. 

Loading is usually done by retail buyers using their own vehicles with 
assistance from wholesaler’s staff or the available loading service staff. 
Market rules often specify that larger vehicles (specified by size) must be 
loaded by the authorized service provider. This is to minimize loading time 
and optimize use of the loading ramps.'docks. 

Market niles regarding produce stocking and display usually specify 
that between certain hours (usually the fonnal trading hours) no wholesaler 
may stack or store produce outside his allocated selling floor space or 
warehouse space. A common provision is that produce which has been sold 
and is being delivered to tracks or other vehicles must be moved directly 
from the allocated space or warehouse to the vehicle and must not be stored 
or left outside the section, in passageways, on loading ramps or on the market 
pavement area. 

As mentioned, penalties can include on-the-spot fines or seizure of the 
produce and its movement to a secure lock-up holding area with required 
payment of charges for its release. Market rules can provide that offenders 
who persistently interfere with the rights of other market users may be asked 
to show cause why their lease or license should not be cancelled. Market 
rules also usually require that a wholesaler should not store or display produce 
loosely in contact with the pavement or the ground for reasons of hygiene. 

In nearly all markets some produce arrives which requires sorting or 
“picking-over”. Because of the garbage problems this can create, many 
markets now require that this be done in a designated area. A fee for use of 
tables and equipment is charged. In some markets there is a service provider 
who will undertake the task of sorting produce and rebagging or placing it 
in new cartons or boxes. 


Copyrighted material 




42 


Market management 


Quality and packaging. Central wholesale markets play an essential role in 
developing and maintaining quality standards for an industry. Often national 
quality standards and required packaging can be incorporated in national or 
provincial legislation and regulations. If so, then the responsibility for 
enforcement may rest with inspectors appointed under these regulations. In 
these circumstances the market authority’s responsibility is to require that 
all produce supplied, sold and delivered in the market complies with legal 
standards. As well, access to wholesalers’ premises must be ensured for 
authorized inspectors, by specifying this in market rules or in tenancy 
agreements. 

If a central market is used to assemble produce for supply to export 
markets then high-grade standards and strict quality control will be required. 
Government inspection and phytosanitary certification will be necessary 
and provision will need to be made for such certification procedures. 

Wholesaler activities. The regulatory control of wholesaler activity usually 
rests with national, provincial or municipal governments. This is usually 
done through legislation or regulation which sets out the responsibilities of 
wholesalers, whether acting as merchants, brokers or commission agents. 
Often this is within the context of general commercial law. 

A usual minimum requirement of wholesalers acting as merchants (i.e. 
buying fruit from a grower and selling it at a profit to a retailer) is as follows: 

• a receipt mu.st be issued to the supplier indicating date, type of produce, 
description, ( including grade standard), quantity, price agreed to or paid 
and any deductions agreed by the two parties (e.g. when the wholesaler 
has been asked to pay for freight costs); 

• a docket or invoice must be supplied to the buyer showing the date, 
produce supplied, quantity, price paid and other costs as agreed (e.g. 
delivery costs); 

• the merchant must keep a carbon copy or computer record of all 
transactions. 

Commission agents act as agents for the grower/supplier and physically 
handle the produce. Unlike merchants, the agents never legally own the 
produce. A fee or commission, usually a percentage of the sale price, is 
charged. Documentation usually required is a statement to the grower 
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showing the date, produce supplied (including grade standard), the quantity, 
the price the goods were sold for, the commission and any other agreed 
charges deducted. A document is usually required to be supplied to the buyer 
as for a merchant transaction, but it should also record the supplier (this is 
often coded). 

Brokers act as commission agents but do not usually physically handle 
the goods, arranging supply, sale and delivery by telephone, fax or e-mail. 
The fees charged are of the order of 2 or 3 percent compared to commission 
agent’s rates, which range from 5 to 10 percent. 

Market authorities usually require, through market rules, that licensed 
wholesalers supply daily information to them or some authorized agency 
on quantities traded and highest, lowest and most frequent prices for various 
commodities. 

Some markets also include a system where produce is offered for sale at 
auction. Those markets, which receive large quantities of perfectly graded 
produce and whose function is to redistribute goods to other sales outlets, 
carry out transactions by means of auction bidding using an electronic notice 
board. This is the case in the flower markets in Seoul, Hamburg and 
Aalsmeer, and many fish markets (e.g. Rabat in Morocco). 

Some markets (e.g. the fruit and vegetable market in New Delhi) license 
wholesalers to act as auctioneers with set fees for produce supplied by 
farmers. A difficulty with this approach is that an artificiality can be 
introduced if there are many auctions with relatively little produce and few 
bidders. The alternative approach, which is more widely used, is for the 
managing authority or its appointed agent to conduct auctions in central 
locations or for product groups. In New Zealand privately-run markets 
function almost entirely by auction with, in effect, the auction company 
functioning as a commission agent 

Where auctions exist or are contemplated, then care is required to 
incorporate within market rules the following; 

• licensing arrangements and conditions to apply to those authorized to 
conduct auctions, including maximum fees allowable for various 
commodities and for lot sizes (larger lots usually have cheaper rates); 

• minimum lot sizes for different commodities; 

• procedures for identification and recording of produce sales and 
payment. Produce is usually identified on arrival with a label showing 
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the supplier, produce, quality, quantity and any reserve price below which 
the supplier will not approve the sale. The name of the buyer (often 
coded) and the price paid are subsequently added. All this is summarized 
on a “payment advice notice” showing date, supplier, buyer, produce 
description (quality, grade and quantity) price paid, fees and other 
charges and authorized deductions; 

• hours of arrival of produce; 

• requirements regarding removal of produce by buyers, including proof 
of payment. 

Many markets, especially those with auction systems require some form 
of buyer registration in their market rules. This applies particularly where 
payments to the auction agent are to be on credit. Credit-guarantee schemes, 
which may be incorporated in market rules, can require registration of buyers, 
lodging of a fidelity bond, or bank or other financial-institution guarantee, 
and a follow-up system of suspension in the event of default on payments. 

Market rules can provide for dispute resolution procedures on quantities, 
grades, and prices. Disputes can arise between a supplier and a wholesaler, 
between one wholesaler and another, between a retailer and a wholesaler, 
or with service providers such as transport operators. Market inspectors 
appointed by government may be used to resolve these disputes. In a few 
cases market stalf may be used. However, increasingly these disputes are 
resolved either by independent arbitrators or by industry associations (e.g. 
a traders’ or farmers’ association). Often the traders’ association has 
developed a code of practice with which all members must comply. This 
code will include dispute-resolution arrangements. In these circumstances, 
market rules (and tenancy agreements) may state that all traders must be 
members of the traders’ association and comply with its code of practice. 

Cleaning and garbage disposal. Market rules require that tenants in the 
market are responsible for hygiene and cleaning of the spaces they occupy, 
and that they deposit refuse in places or containers specified. Some markets 
require tenants to be responsible for cleaning of a specified area outside the 
rented space. Sweeping or cleaning of most common areas, collecting 
garbage from containers or collection points and garbage disposal are 
responsibilities of the managing authority. 

A common problem with use of a central waste collection point (e.g. 
ramp, dump area, or compactor) is that outside persons bring waste products 
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and empty containers into the market. Market rules can stipulate that only 
wholesalers or registered tenants or their employees may place refuse or 
garbage in the central collection point. 

Licensing. Apart from licences which some markets issue in relation to 
rented or leased trading areas, wholesalers may also be required to hold 
other licences or permits. These could include any licence required for a 
wholesaler to operate as a merchant, commission agent, broker, or auctioneer, 
or to own or use specific equipment (ripening rooms, forklift). Market niles 
and tenancy agreements should specify that all traders should obtain and 
hold the necessary licences. Failure to do so would result in suspension or 
cancellation of the tenancy or right to trade. 

Fees and charges. Market rules and regulations usually set out in detail the 
following: 

• rental or lease fees for various facilities; 

• capital fee payments; 

• entry fees for buyers/suppliers (if any)-; 

• vehicle entry fees (if any); 

• commission rates for agency transactions; 

• auction fees; 

• special cleaning, packaging, produce grading fees (if not covered by 
rental or lease fees). 

Penalties. Market rules and regulations should set out clearly the penalties 
and sanctions which apply in the event of failure to comply with a particular 
requirement. These can include financial penalties, “on-the-spot” fines, 
authority to cancel or suspend leases or licenses or, in the event of specific 
or consistent offences, to reduce the area to be leased. 

Other matters. There are a number of other matters w hich may be included 
in market rules, such as; 

• arbitration or appeal (against administrative actions or fines/penalties); 

• security requirements; 

^ In Uastern turopc and Africa this is often ihc only fee dial is charged. There arc many wholesale 
markets which are made up entirely of parking area with no buildings. 
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• emergency procedures (fire, earthquake, etc); 

• prohibition on sales of non-authorized products in the market; 

• prohibition on the holding of any meetings in the market unless 
authorized by the managing authority, or prohibition of involvement in 
political activity in the precincts. 

PRAPTIPAI 

IN MARKET OPERATIONAL MANAGEMENT 
Use of allocated space 

Regular checks need to be made by managing authority staff of products 
being traded in the areas allocated to ensure that only authorized produce is 
sold, that changes have not been made to premises and that produce is not 
placed outside agreed boundaries. Many markets also strictly control the 
signs that may be painted or placed over allocated areas. 

Market entry 

To avoid delays at market gates most markets do not undertake other than 
quick inspections of incoming produce. A cargo manifest is generally 
obtained from the driver. Market staff generally oversee all unloading and 
anything not in accordance with submitted manifests is noted and reported. 
However, in many markets in developing countries produce enters in small 
vans or even on hand carts and such manifests are not available. Care must 
be taken in these circumstances to balance the need to obtain reliable 
information about quantities entering the market with the need to minimize 
congestion at the entrance. 

Many markets now supply wholesalers, their staff, registered buyers, 
market staff, and loading and unloading staff with ID cards. Sometimes 
these can operate electronic entry gates and register entry into the market. 
The guiding principle for many markets in relation to vehicle entry and 
access is to separate vehicles delivering produce from buyers’ vehicles and 
from vehicles taking full loads from the market. 

Use of farmers’ markets 

As mentioned, markets established to allow farmers to bring and sell their 
produce can, over time, become wholesale markets where traders 
predominate in daily trading. Stalls, while allocated daily, tend to become 
permanently taken by one trader. Farmers initially selling their own produce. 
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begin to buy and sell the produce of others. Some markets seek to avoid this 
situation by requiring any person wishing to trade in a farmers’ market to be 
registered and to establish proof that they are primary producers. Some 
stipulate that no person may occupy a stall more than once a week with 
allocation on a pre-booked or a random basis. 

Accommodation for large buyers 

In order to maintain the viability of a central market some managing 
authorities have gone to considerable trouble to meet the requirements of 
major buyers such as supermarkets. Often this has necessitated provision of 
warehouse and office space within the market for individual buyers, or a 
shared facility. 

Exclusivity for a market 

In the legislation establishing many markets earlier this century governments 
included an exclusivity clause. These made it illegal for anyone to either 
operate as a wholesaler outside the market or to establish a further market 
without approval. This was done to safeguard the investment in the central 
market. In today’s legal, economic and social environment of free competition, 
such a provision would be now difficult for governments to introduce. 
However, most governments have considered it necessary to have legislation 
or regulations concerning the establishment of wholesale markets and how 
wholesalers may operate. These regulations may require that no one can 
establish a wholesale market without prior approval and the submission of 
various feasibility and impact studies (e.g. regarding traffic implications). 

Quality, packaging and presentation 

In many more developed countries, recent decades have seen the emergence 
of large chain stores and supermarkets with enormous buying power. To 
meet their needs for large quantities and uniform qualities of a particular 
commodity, some farmers have become specialists at supplying 
supermarkets. The existence of clearly defined grade standards has enabled 
these farmers, cooperatives or their marketing agents to enter into contracts 
to supply large quantities, even prior to planting. Savings can be made by 
having appropriate selected commodities grown under controlled irrigation 
conditions and delivered in bulk containers directly to prepackaging plants 
operated by or for supermarkets. 
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These changes in technology and marketing practices have led to the 
development of larger wholesalers, larger or more integrated farm operations 
and bulk handling, with reduced handling and marketing costs per unit. 
Often wholesalers, who may be located in a central market, act as brokers 
in arranging sales of produce, but not physically handling it through the 
markets. Wholesale markets still have a role in helping to establish the market 
price, although this may become less and less relevant as long-term supply 
contracts are negotiated. 

Under the circumstances, smaller suppliers who, in aggregate, supply a 
significant proportion of some commodities to a market can be disadvantaged 
unless care is taken to allow for their requirements in terms of unloading 
arrangements and other operational procedures. 

All these factors can have a bearing over time on the policy adopted by 
the managing authority, or even government, regarding how many sections 
or basic trading floor units any one person or company may control. As 
markets change in reaction to the increasing influence of supemiarkets, a 
policy to allow some amalgamation of trading floor units will probably be 
required. 

Market communications 

Problems arise in all central markets where changes are introduced and the 
various user groups do not aeeept or understand them. Market authorities 
need to devote considerable time and effort to the processes of 
communication and consultation w'ith individuals and groups. Effective 
markets usually have the following in place; 

• regular newsletters to market tenants (wholesalers and others renting space); 

• a regular means of communication with representatives of other market 
users (fanners, buyers, transport operators, and service providers); 

• encouragement of associations representing users, with provision for 
them to have offices in the market. Support to a wide range of functions 
for these bodies, for example, a wholesalers’ association which provides 
business or accounting support, buyer credit arrangements, training of 
wholesale staff, a staff superannuation scheme and access to insurance; 

• procedures to communicate what is happening in the market to the 
general public through media releases, publicity videos, infomiation 
brochures and participation in exhibitions. 
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Penalties 

The ultimate sanction to ensure compliance is withdrawal of the right of a 
wholesaler to trade in the market. This is always a serious step to take and is 
never easy to achieve. While withdrawal may be relatively easier when a 
market is new and when contracts, leases or licenses are for short periods, 
there can be difficulties where businesses have been established for a long 
period or long leases exist. Withdrawal of the right of a wholesaler to operate 
will not only affect the firm’s business but also the many farmers or suppliers 
who have developed a business relationship with the firm. The issue of 
compensation for loss of trading rights for the business can also arise. 

If a managing authority believes it wishes to use this sanction (i.e. 
withdrawal of rights), it is preferable to have relatively short lease periods, 
for example, no more than five years with the option of review on the part 
of the authority before renewal. For public and quasi-public bodies it will 
be important to obtain from government the right to impose on-the-spot 
fines or to be able to proceed to court to establish conviction with an effective 
level of penalties (i.e. a penalty must be at a level where it deters persons 
from offending consistently). 

Closure of an old market 

The closure of an old market and the opening of a replacement market is a 
complex process. The closure first has to be accepted as necessary by existing 
wholesalers and requires careful planning and design of the new market 
and the allocation of space in it. The actual shift of the location requires a 
concentrated and coordinated effort to minimize any loss in time for trading, 
to avoid trafl'ic and other logistic problems, and to ensure that all parties are 
fully involved with and aware of the change. This will require detailed 
consultation with farmers, suppliers, transport operators, traders, business 
companies, market workers and local authorities. The operation must be 
preceded by awareness campaigns in the existing and new market areas and 
in the production areas that supply the market 

The removal of the fruit and vegetable market of Les Halles, from central 
Paris to Rungis near Orly Airport in 1969, was efficiently planned by a 
General of the French Army who was a logistics expert. In Barcelona, over 
one weekend in August 1971, all the supplies and stores of the old Borne 
Market, located in the heart of the city, were moved to the new food supply 
centre in the "free zone” located on the outskirts near both the city airport 
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and sea port. The operation was a success. Many similar operations can be 
cited; London’s Covent Garden was moved from the city centre to Nine 
Elms and Madrid’s market was moved to its new site on the outskirts of the 
Spanish capital. 

Once an old market has been evacuated, it seems obvious that it should 
no longer function again. However, this is not necessarily as obvious as it 
seems. All too often, due to negligence on the part of local authorities, the 
old premises reopen for one reason or another. This creates difficulties for 
the new wholesale market as well as introducing a major distortion into the 
marketing process. In this respect, Barranquillita in the city of Barranquilla 
and Santa Helena in Cali, both in Colombia, have already been mentioned. 

PERFORMANCE OF THE MANAGING AUTHORITY 
Business principles and planning 

Markets do have public-service obligations. However, there are no valid 
reasons why a market should be required to operate at a loss for the benefit 
of farmers, traders or consumers. For markets established and run by private 
enterprise there is no doubt that the objective is to make a profit. For public 
sector or quasi-public sector management the objectives, as a minimum, 
should be to ensure that all operational income and expenses are met from 
current income and that revenue is also sufficient to make adequate provision 
for long-term needs, including reserves for: 

• expensive and long-term maintenance (e.g. pavement repairs; painting); 

• capital replacement based on expected economic life of the buildings 
and equipment; 

• payments for long-term loans and debts; 

• long-service and retirement benefits for staff. 

In some economies in transition it is argued that markets should operate 
on the basis of balancing operational income and expenses. This always 
leads to losses and problems, especially where government or municipality 
approval is required for fees and charges. 

Administrative delays or failure to act can lead to a major discrepancy 
between the real cost of operation and income levels. In the United Kingdom 
and the United States, among others, it is the market authority that sets and 
approves the fee scales so these problems do not arise. 
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Critical staff benefits and maintenance may not be provided if income is 
too small. To rely on the governments or municipalities uf the . *'ire to 
meet future capital investment costs or even to guarantee loans may not be 
realistic. Where governments or municipalities dictate to a managing 
authority that less than full cost recovery, including long-term costs, will be 
permitted in fee approval, then the national or local government must be 
prepared to subsidize the market budget. 

The temptation to operate new markets on the basis of recovering only 
operational costs should also be avoided. From the opening day the office 
and computer equipment starts to depreciate, staff benefits accrue, and the 
buildings and pavements begin to deteriorate. Increasingly, market-managing 
authorities have adopted a “user-pay” principle requiring tenants, buyers, 
and suppliers to meet all operational and specified overhead and long-tenn 
costs. 

A business approach 

A sound business approach will include the following: 

• business plan; 

• annual budget; 

• annual work plan; 

• commercially oriented accounting system; 

• monthly financial report; 

• monitoring of physical performance; 

• market performance and financial reports; 

• monitoring and evaluation against performance indicators; 

• annual financial report. 

Markets should have a business plan which clearly identifies the role 
the market is to play and how it will do this for the benefit of the community 
and the market users. Long-term objectives should be included and capital 
replacement and new capital investment methods specified. 

From this should flow an annual budget and an annual work plan on 
which the budget is based. There should be a commercially oriented 
accounting system with regular financial reports to the board of directors 
(at least monthly). There should also be monitoring of physical performance 
and ongoing monitoring and evaluation against determined performance 
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indicators. Regular market performance and financial reports should be 
given to the board of directors. An annual report^ with audited financial 
statements, should be made to government, shareholders and the public. 

The accounting system 

Within the overall financial structure the managing authority should ensure 
that it is able to identify costs and returns from the various activities in the 
market. As a general principle, all activities not directly related to market 
trading (e.g. cold stores and restaurants) should operate as separate cost 
centres and have separate budgets and accounts. 

The accounting system, as a minimum, should enable all income and 
expenditure to be brought to account quickly and regularly, so as to allow 
regular performance reports to be prepared against budget projections. It 
should also: 

• prevent or minimize fraudulent practices; 

• allow for effective cost or expenditure control with regular income/ 
expenditure statements; 

• provide for reserves for long-term staffbenefits, long-term maintenance 
and for capital replacement; 

• show assets and liabilities; 

• give a profit and loss statement. 

The budget - Income and expenditure 

The annual budget, approved by the board of directors prior to the 
commencement of the new financial year, should balance operating income 
and expenditure. It should also provide for long-term reserves for staff 
benefits, major maintenance, capital replacement and loan repayments. The 
budget should be based on realistic estimates of cash flow and expenditure. 
Most income will come from rentals or leases of market trading space and 
from ancillary facilities. Funds will also come from entrance and parking 
fees, fines and penalties, and interest earned on invested funds. 

Fees can be set or based on area occupied, or on the basis of value or 
volumes transacted, or a combination of the two. In Spain, during the early 
years of food-centre operations, markets were charging fees based on the 
size of sections (Barcelona, Bilbao, Zaragoza, Valencia. Salamanca) while 
others were charging ad-valorem fees (Badajoz and Murcia) and yet others 
were using a combination of the two (Seville, Granada. Santander). Now, 
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twenty years after the first food centres were started, the vast majority of 
markets tend to charge fees based on the size or area occupied. 

Fees based on volumes and values are difficult to enforce and tend to 
encourage movement and sales of produce outside the market. Ad-valorem 
fees and tonnage-based fees do help to foster the presence of small 
wholesalers in the market. Such variable fees also are adjusted automatically 
when changes in revenue are required. 

The issue of fee adjustment is usually controversial and difficult, often 
strongly opposed by wholesaler groups. In some markets wholesalers have 
threatened to withhold, or have actually withheld, payment of fees to prevent 
fee increases. It is important that wholesalers be consulted about fee changes 
and the reasons for them. Many markets have included in legislation or 
regulations (as against market rules prepared by the authority) a provision 
which puts in place automatic penalties for non-payment of fees and charges. 

Many markets have, by agreement with traders’ or tenants’ associations, 
a maximum annual adjustment in fees, which is based on an independent 
official indicator, such as the consumer price index or cost of living index. 
In Spain nearly all markets apply these criteria, by agreement with market 
operators’ organizations. Some markets have fixed rentals for a specified 
period of years (e.g. Nine Elms in London has a nine-year term with 
stipulated rentals). 

Expenditure controls need rigorous application to all expenditure areas, 
especially high-cost areas such as staff, cleaning, maintenance, electricity, 
water and telephones. Staff policy and numbers must be approved by the 
board of directors within the annual budget. Any increases in staff numbers 
must be fully Justified and non-performing staff should not be retained. 
Any increase in expenditure, or major expenditure areas above expected 
budget levels, must be queried by the board and investigated by management 
staff. 

Provision in the budget must be made for a surplus above operating 
costs to enable transfer of funds to necessary strategic reserves. These must 
be carefully invested and not utilized for any purpose other than those 
specified. 

Work plans 

The annual budget as approved by the board of directors or management 
should be based on, and accompanied by, an annual work plan. This should 
clearly set out what is proposed in key areas, for example: 
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• Staff positions, salaries and benefits; 

• staff training and development; 

• maintenance; 

• cleaning; 

• security; 

• vehicles and equipment; 

• maintenance; 

• capital development and financing loans; 

• promotional activities; 

• consultation with user groups; 

• reporting activities. 

The annual work plan should be time-based with programs planned for 
various times of the year. It should be translated into staff-job descriptions 
or duty statements as necessary. 

Reporting, monitoring and evaluation 

The chief executive officer or manager should give the board a concise 
report on market operations and authority operations (at least monthly). 
This should be based on “exception reporting”, that is, indicating unusual 
occurrences and trends contrary to the expected. Good reports usually employ 
a standardized format giving information the board has indicated that it 
requires, such as volume received, thefts, accidents in the markets, late 
deliveries, consistent offenders against market rules, income and expenditure 
compared to budget, a list of all major payments made and last, but not 
least, staff matters. 

The chief executive officer has a responsibility for staff performance 
and staff monitoring and evaluation. The managing authority may also 
establish (or be asked by the government to establish) some physical, 
economic or financial performance indicators. Physical indicators can 
include truck arrivals, tonnages of specific commodities, prices paid, number 
of buyers, traffic accidents, late deliveries to selling floors, thefts and other 
criminal activities, water and electricity usage. Economic indicators can 
include sales of businesses in the market, such as numbers of bankruptcy/ 
insolvency cases involving traders and others occupying space in the market, 
and total sales values. Financial indicators should include all those normally 
applicable to companies: 
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• income-expenditure statements (compared to budget); 

• profit and loss statements; 

• bank reconciliation statements; 

• liquidity (current assets to current liabilities); 

• debt (loans status, assets to cash flow statement); 

• share prices. 

Managing authorities should be required to prepare an annual report 
covering market operations and financial performance. This should include 
audited financial accounts, as required of companies and statutory bodies. 

Staff and staff development 

Staff structure. Staff costs are a significant part of operational costs. It is 
therefore important that the board give ongoing attention, as part of budget 
preparation and monitoring, to stalT structure including staff numbers, salary 
levels and training. 

Staff numbers should be maintained at a level essential to fulfil the various 
functions of: 

• management and supervision; 

• accounting; 

• entry control; 

• entry fee collection; 

• rental collection; 

• unloading/loading superv ision; 

• produce stacking and correct u.se of selling floors; 

• parking; 

• cleaning and garbage disposal; 

• maintenance (electrical, plumbing, telephones, painting); 

• secretarial. 

Staff duties and responsibilities. It is important that all staff know' w hat 
their duties are, to whom they report, and what to do in the event of unusual 
circumstances. Every staff member should be issued with a “statement-of- 
duties” or “job description” which should be reviewed at least once a year 
by senior management. 
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Staff training and development. There should be an ongoing staff- 
development programme funded by the annual budget. This should provide 
both on-the-job training and professional development, including 
participation by selected staff members in specific outside training. Where 
applicable and practicable, consideration should be given by management 
to provide training programs for wholesalers, producers and buyers. 

Compliance with national and other legislation 

The managing authority has to comply with government legislation relating 
to accounting, auditing, reporting, staff employment conditions, public health 
and safety, environmental laws, and all provisions of general common law. 

Consultative processes 

The effectiveness of a market will depend upon the cooperation of market 
users with the managing authority in seeking to achieve its multiple 
objectives of efficient operations, reasonable costs to users, a good trading 
environment with honest and fair trading and with appropriate facilities 
and sanitation, and an appropriate profit on investment. The extent to which 
this is achieved will depend on the relationships developed by the managing 
authority with wholesalers who are the principal tenants, and with other 
market users including farmers, retailers and other buyers, and serv ice 
providers. 

The use of consultative or advisory committees with user group area 
and/or commodity representation can help to facilitate change. However, 
should the managing authority decide not to accept a recommendation from 
an advisory committee then it should give a detailed account of its reasons 
to the advisory committee. 
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Chapter 4 

Markets around the world 


The following section provides a brief description of the experiences of 
various countries around the world. 

EUROPE 

Spain 

The most recent improvements in wholesale marketing were introduced in 
the 1960s. In 1966, the Empresa Nacional Mercados Centrales de 
Abastecimienlos S.A. (MERCASA) w'as set up by the Ministry of Trade 
with the specific purpose of creating a modem network of wholesale facilities 
to replace the old central markets in each major city. 

The agreements between MERCASA and each of the municipalities 
responsible for markets, and wishing to join the system, gave two 
possibilities: 

1. The formation of a company, which incorporates MERCASA with the 
relevant municipal authority and the professional organizations in the 
sector that wished to be included with appropriate contributions in cash 
or kind. Generally, share subscription rates tend to be the following: 5 1 
percent is held by the municipality, 49 percent ( maximum) or 26 percent 
(minimum) is held by MERCASA and the remainder is held by the 
professional bodies. The company is a mixed enterprise, generally in 
the form of a limited company subject to both public and private law. 

2. The formation of a syndicate, also in the form of a limited company, 
whose shareholders, in addition to MERCASA. are the producer, trade 
and consumer associations and organizations, with the common purpose 
of promoting and building the new markets. This option tended to be 
used in cases where, for whatever reason, municipalities chose to join 
the venture in the start-up phase of the market projects, sometimes for 
obvious financial reasons. Shortly before start-up, the company statutes 
are adapted to the local legislation. The municipal authority purchases 
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the corresponding number of shares and the simple limited company 
becomes a mixed municipal enterprise. Subscription rates in the new 
stock capital are usually the same as those stated above. In certain 
specific cases MERCASA’s share may be higher to cover the total 
financing. 

In this way, any city can equip itself with the legal, and to some extent 
economic and financial means, to set up an integrated food centre within 
the MERCASA network. 

Italy 

There is an abundance of recent legislation to regulate Italian wholesale 
markets. The most important laws are: 

Law 125/1959 on wholesale markets; 

Law 41/1986 on state funding for their construction; 

Deliberation 21.12.88 on the granting of financial aid 
for their construction; 

Decree 2.2.90 on evaluation criteria for the granting of aid 
to wholesale markets; 

Law 142/1990 on Decree of Local Autonomy; 

Deliberation 3 1. 1 .92 on the granting of financial aid 
for their construction. 

Italian wholesale market legislation is based on Law 125/1959 which 
reflects the decentralizing disposition of the state, and grants the ownership 
and management of wholesale markets to municipal authorities (direct 
management without separate accounting procedures). This law was the 
first legal framework provided by the Italian Republic which liberalized 
wholesale trading. 

However, Italian wholesale markets were aging structurally, were 
inefficient and making losses. With a view to promoting investments in 
renovations and new plant. Law 41/1986 was passed to grant state funding 
under certain conditions (economic and geographical importance of the 
wholesale market, majority public shareholdings in the company, multi- 
purpose market structure). 

Generally, the private sector was given few incentives to invest in these 
structures. About forty “syndicated companies” were created, some of which 
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were selected to receive funds for new wholesale markets (the syndicates 
of Bologna, Turin, Catania, Cosenza, San Benedetto and Verona. Important 
ones, such as Rome and Milan were left out). However, these did not wish 
to be responsible for the management of the new wholesale markets and 
delegated management to companies that were mainly privately owned. 

Under the new wholesale management plan, which is regulated by Law 
41/1986 (market plan) and Law 142/90 (Decree of Local Autonomy), the 
local authorities establish the services and create a joint stock company and 
a special company (a modem version of a municipal enterprise) to which 
the management is automatically transferred. In turn, the municipality 
transfers the management of services to a syndicated company as a 
concession by tender. 

As regards the management regulations, everything is subject to the old 
legislation: concessions to wholesalers and private companies are granted 
for a maximum period of 7 years, the market commission must be completely 
distinct from the council of administration (board of directors). 

The market plan Law allocates substantial funds to support companies 
promoting wholesale markets and syndicated companies with public sector 
majority holdings (regions, municipalities and chambers of commerce) in 
setting up wholesale food markets at national, regional or provincial levels. 

With the Decree 2.2.1 990, which granted funds to syndicated companies, 
the intention was to create an integrated and functional system to achieve a 
balanced national distribution of goods, eliminating all forms of duplication, 
through centres located in the best sites from the point of view of 
communication by air, sea or land, thus facilitating the movement of goods 
and freeing urban centres. The system was also aimed at improving 
warehousing, refrigeration, and providing real-time information on other 
markets, stocks, prices, flow of goods, foreign trade, etc. The Decree defines 
wholesale markets and indicates that the structure and functionality of the 
new wholesale markets should be adapted to consumer trends and retail 
distribution requirements. 

France 

Wholesale markets are organized as a Network of Markets of National 
Interest (Reseau de Marches d'lnteret National, MIN) based on laws passed 
in 1953, whose objective was to simplify or reduce marketing channels so 
as to reduce costs and clarify market transactions, while allowing the possibility 
of improving the quality of products throughout the marketing process. 
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The classification of a wholesale market as a MIN, or the creation of a 
new one, may be ordered by a decree of the Conseil d’Etat (Council of 
State), after consultation with the local authorities concerned. The economic 
reasons for such a decree include the concentration of supply on a single 
site with adequate facilities: the effects on distribution channels, 
standardization, permitting sales by auction and finally, the effects on prices 
of networking centres of production and consumption into a single unit, 
and introducing the concept of individual market units instead of an overall 
national scheme. The characteristics of the MINs are that they are closed 
markets with controlled entries and exits, located on main roads and/or 
railway lines, and equipped with cold storage facilities and other 
complementary services. 

For the network to be set up, a census of all markets with an influence on 
food prices at national level was carried out. and a study was made of the 
profitability of their installations and their low impact on product prices (4 
percent of product value). 

In 1962, the Federation frangaise des marches d'interet national 
(FFMIN) was created as an association based on the Law of 1901, with the 
purpose of developing the MIN network, co-ordinating it. informing public 
authorities of the problems affecting the markets and proposing solutions, 
developing a common management policy and defending the common 
interests of its members. This federation, which is permanent and has 
headquarters in Lyon, has the following activities: meetings, information, 
publications, lectures and the organization of congresses and conferences. 
It is funded by subscriptions, state subsidies and by the provision of services. 

Germany 

In Gennany there are no federal or state laws to regulate the activities of 
wholesale markets. Wholesale markets are a municipal responsibility, since 
the installations are owned by the different cities, directly or through 
companies wholly owned by the municipal authorities, save for a few 
exceptions which are administered by companies whose by-laws are 
established by the municipalities and come under public law (the employees 
are civil servants under public law and the tariffs are set under public law). 
In most cases the companies are registered as limited companies. 

There are still quite a number of major cities with buildings dating from 
before the Second World War. The most recent structures are those of Berlin, 
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Essen and Karlsruhe. There is no network or federation between the different 
wholesale markets. 

The country’s most representative wholesale market is perhaps Berlin. 
It has certain features that differ from the rest as regards the form of 
management. The owner of the wholesale market is a limited company 
founded in 1960 (Berliner Grossmarkt GmbH, BGG) whose stock capital 
is wholly owned by the Berlin city-state. It is, however, under private law, 
although in some cases public law has been applied. It consists of two 
markets: a fruit and vegetable market and a meat, flowers and local 
horticultural products market. 

The administration and operation of both wholesale markets were 
transferred to the Berlin Cooperative for the Administration of the Wholesale 
Fruit and Vegetable Markets. In both markets, the Market by-laws 
(Marktordnung) established by the BGG, were expanded to incorporate 
Operational by-laws (Betriebsordnung) and Traffic Regulations 
( Verkehrsordnung), both issued by the administration cooperative, but with 
the consent of the BGG, and another set of Tariff Regulations 
(Gebiihrenordmmg) issued by the cooperative. The latter has a great deal of 
power over market governance (approval or refusal of licenses to 
wholesalers, use and rental of stalls and spaces in the wholesale market, 
application of penalties, settlement of complaints). 

The Market by-laws regulate the market days, opening hours and selling 
hours, access to the installations and entrance passes. Operational licenses 
for wholesalers, importers and producers are granted by the cooperative 
that manages the market. The cooperative grants leases for the use of market 
stalls, but the rental contracts must be approved by the BGG. 

Wholesale market information and statistics are issued by the BGG and 
the cooperative. The imposition of penalties is governed by the cooperative. 
Finally, the by-laws establish a system for complaints against measures taken 
by the cooperative, which are resolved by a Committee consisting of 
representatives of the BGG, the cooperative, the wholesalers’ association, 
the chamber of commerce and senators. This Committee may modify, alter 
and confirm the cooperative’s decisions. 

The Operational by-laws, on the basis of the Market by-laws, regulate 
entry into the market confines, matters of hygiene and cleanliness, alterations 
and disputes in the market, lighting, cold storage facilities and the railway 
station. 
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The Traffic Regulations issued by the cooperative regulate all aspects 
related to the movement of vehicles within the market in accordance with 
the established opening hours. 

Contracts for the rental of stalls, actually sub-leases, are drawn up between 
the cooperative (lessee) and the traders (lessors). The lessee acts as the owner 
of the market stalls by virtue of the lease it holds from the BGG. The 
cooperative collects the rents, payable monthly. These cover the costs of 
lighting, general heating of the central alleys and cleaning services. 

United Kingdom 

There are not many legal rules at national and regional level to regulate 
wholesale market operations, except as regards food hygiene and product 
classification. Increasingly, these aspects are regulated by unified rules 
applicable to the entire European Union. 

There is no network, as such, of wholesale markets in the United 
Kingdom. The most representative of these is undoubtedly London’s Covent 
Garden, governed by a public authority established by an Act of Parliament 
in 1961. In 1966, Parliament approved the authority’s decision to relocate 
the market to a new site. Nine Elms, inaugurated in 1974. 

The market authority consists of a President and a Director-General 
appointed by the Ministry, together with other members, no less than three 
and no more than six, appointed from the ranks of highly experienced and 
capable professionals in industry, trade, administration, transport, finance, 
law and labour organizations. 

When required, it can impose restrictions on the use of market 
installations for certain purposes within the confines of the market and 
prohibit such uses over a certain radius around the market. It may also grant 
or revoke licenses for these activities. It must compensate for damages due 
to certain operations. It has regulatory powers over market activities, 
transport and the warehousing of agricultural produce. 

The market by-laws, subject to ministerial approval, relate to market 
activities, trade, installations and operations. Before granting approval, the 
Minister may seek the opinion of other departments. The authority has the 
power of imposing tolls, charges and tariffs, including entrance fees. The 
authority has a series of permanent committees: a management committee, 
a traffic committee and a market workers’ committee. The management 
committee is chaired by the Director-General and includes other persons 
appointed by the authority, wholesalers’ and producers’ representatives. 
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The authority must see to it that income is sufficient to cover its needs. 
This is its main duty. In some very special cases the Minister may grant 
cash advances which must be reimbursed in an appropriate manner. 
Obviously, the jurisdiction of the market authority is limited to the area of 
Covent Garden in Nine Elms. There is also an advisory market-management 
committee consisting of a chairperson, a secretary and 1 8 other members, 
both for fruit and vegetable products and for flowers. 

In 1991, new rates for market occupancy were approved for a nine-year 
period. One of the subjects of greatest concern is the possibility of using 
vacant market spaces for other purposes compatible with the sale of 
perishable goods. In the last few years the trend towards direct sales to 
supermarkets has led to a decline in the market’s throughput with a decrease 
in the number of firms operating in the market and a corresponding decrease 
in occupied space. This was also exacerbated by the increase of license 
rates in 1991. Vacant spaces were regrouped in a single hall. Management 
plans were drawn up for the incorporation of other markets in the area such 
as Borough Market. Spitalfields and Smithfield Meat Market, but the London 
Corporation opposed this. 

Future plans include finding suitable activities that may complement the 
market using the vacant spaces. The market’s financial situation is now 
healthy. 

The statutory committees are the Advisory Management Committee, the 
Advisory Traffic Committee, the Advisory Market Workers’ Committee and 
the Advisory Market Finance Committee. There is also an advisory 
committee of economists. 

OTHER COUNTRIES 
Japan 

In Japan there is a Wholesale Market Regulatory Law (1971), which 
classifies wholesale markets into three categories: central wholesale markets, 
local wholesale markets and others (under-scale wholesale markets). 

Central wholesale markets are established with the approval of the 
Ministry of Agriculture in the main distribution and consumer centres. The 
bodies qualified to establish them are local public authorities, prefectures, 
cities with more than 200 000 inhabitants and local traders’ associations 
with several years experience. In 1981, there were 89 central wholesale 
markets in 53 cities, including Tokyo, Osaka and Kyoto. 
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Local wholesale markets are established with the approval of the Prefect- 
Governor and have specific surface areas. In 1979, there were 1 868 in 
existence. Access requirements are not as rigorous as for central wholesale 
markets. Their regulations must be established in accordance with the 
Wholesale Market Law. 

Other wholesale markets numbered 1 138 in 1978. They are managed 
by local authorities on the basis of the dispositions in force in each district. 

Wholesalers must obtain approval from the Ministry of Agriculture for 
each market and each product they trade in. In other words, in a wholesale 
market which sells fioiit, vegetables and fish, for example, if the authorization 
is granted for each market or product category, a firm is allowed to trade in 
two or more wholesale markets or categories. 

There are no wholesale traders’ organizations and traders complain that 
they arc left to their own resources to resolve problems of training and 
observance of the wholesale marketing laws. There are no information 
networks, but there is an Association of Central Wholesale Markets of Japan 
with head-offices in Tokyo’s metropolitan central wholesale market and six 
district offices in the six district wholesale markets. Its activities are to 
rationalize the markets, modernize installations, monitor the management 
practices of the w'holesale markets and wholesalers, and modernize 
distribution and information. The members are the local public authorities 
that have built or are in charge of wholesale markets. 

Hong Kong 

Until Hong Kong ceased to be a British colony, the Director of Agriculture 
was responsible for the administration and management of the three groups 
of wholesale markets in the territory. 

1 . Markets established by the Director of Trade: The Cheung Sha Wan 
wholesale fruit and vegetable market is operated by the traders’ 
association established as an authority on the basis of the Hong Kong 
legislation. It is non-profit making and its income amounts to 1 0 percent 
of the commissions on the value of the produce. Transactions take place 
by negotiation. There is an advisory committee. The wholesale market 
sells mainly local products. 

Seven Fish Marketing Organizations (FMO) operate as a corporation 
established by the Director of Trade, with an advisory committee. An 
FMO may draft regulations, operates as a non-profit organization and 
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its income represents 6 percent of the commission on sales made by 
negotiation or auction. 

2. Markets established by the Director of Agriculture: Currently there 
are six wholesale markets, some of which are temporary, and they sell 
fruit, vegetables and poultry. Market stalls are rented on a daily basis 
and rents are calculated to cover costs. Entrance fees are charged for 
vehicles. The Director is not involved in daily transactions, the traders 
themselves monitoring their own commercial practices in the course of 
their daily activities. When necessary, ad-hoc management committees 
are formed which include wholesalers to resolve specific problems. 

3. Rural assembly markets: There are five of these selling fruit, vegetables 
and fish on a private basis in the New Territories. 

In addition to this, there are other wholesale markets which provide 
locally produced and imported fresh produce. 

South Africa 

In most countries on the African continent there are still no wholesale markets 
with modern characteristics as regards their design, installations and 
complementary operations, due to delays in the development of the marketing 
practices of perishable products and the costly investments this requires. In 
this respect, therefore, mention will be made only of the wholesale markets 
of the Republic of South Africa. 

There are currently 15 national markets of perishable goods in the whole 
country, all of which are owned by municipal authorities. These also appoint 
the management to provide the market services. There are also other smaller 
markets that are owned and managed by their respective local authorities. 

In South Africa, the legal framework for wholesale markets is national 
(the Fresh Produce Markets Act, 1970; the Agricultural Produce Agencies 
Act, 1975; the Marketing Act, 1968). In addition, the authorities of four of 
the markets lobby the administrators of the provinces in which the central 
markets are located to promulgate the regulations of their own market. The 
regulations are made by the authority in consultation with the Commission 
for Fresh Produce. For the development and building of new national 
markets, and the replacement of structures considered obsolete, the country’s 
central Government grants subsidies to the local authorities responsible for 
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market services at a rate of 25 percent a year, as long as the market’s operating 
losses are at least 5 percent of the invested capital. If losses are less than 
this percentage, only the real loss is refundable to the authority concerned. 

Since 1961, thirteen of the fifteen national markets and two of the non- 
national markets have been replaced by new establishments in an effort to 
improve commercial infrastructure. In practice, the national markets of 
Johannesburg, Cape Town and Pretoria have considerably enlarged their 
installations to meet the growing demand for space and respond to the 
requests they receive. The sites chosen for the new markets have sufficient 
space to cater for the demands of the coming years. 

Studies made in 1991 indicated that 63 percent of the fresh produce in 
the country was sold through the wholesale markets. The products reach 
the markets by road and rail from the country’s production zones and are 
sold by private agreement or by designated “market agents” or brokers on 
behalf of the producers. Some products are sold by auction (watermelons, 
melons). In any case product prices fluctuate according to the level of supply 
and demand, and all sales are made under the supervision of the market 
authority. Auctioneers employed by the authority and registered with the 
■Ministry of Agriculture carry' out the auctions. These auctioneers must deposit 
a certain amount as a guarantee against possible losses. 

The market agents or brokers are remunerated for their services with a 
commission that can range from 5-7 percent of the gross value of goods 
sold. These percentages are fixed by law and are the highest rates that can 
be charged. 

The Law of 1975, replaced by a new one in 1993, regulates the sale of 
fresh produce by brokers or other agents. It defines the broker as a person 
w ho, against a commission, sells produce on behalf of another person and 
exercises control over the products and/or selling procedures for the latter. 

The Law 82 of 1975 established the Commission for Fresh and Perishable 
Produce whose purpose is to advise the Mini.ster on all matters related to 
the market. It consists of three or four members appointed by the Minister. 
It also establishes the payment of market fees. 

United States of America 

The Maryland Food Center in Baltimore, which dates from 1989, is the 
latest large wholesale market to have been built in the United States. The 
decree of the State Assembly General which instituted the Food Center 
Authority explicitly recognized that food marketing is a matter of public 
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interest, and also recognized that the maintenance of market structures is a 
public function. 

In view of the fact that the obsolescence of installations in the State of 
Maryland was causing high food marketing costs, the State Assembly decreed 
the creation of a Market Authority as a public corporation, whose function 
would be to purchase the land, build and operate a new food center. 

The Market Authority is a political and corporate body created as an 
instrument of the State of Maryland w ith a broad range of responsibilities 
which include purchasing, maintaining and disposing of property and assets, 
drafting all types of contracts and leases for market stalls, and fixing fees 
and rents for the use of the installations. These rates are calculated in such a 
way as to obtain maximum income and are not subject to supervision or 
regulation on the part of any other State commission or political department 
as long as the Authority exists. 

The Authority owns and operates the different central markets in the 
region. It has an Advisory Committee w ith the function of advising the 
members of the Authority from time to time. The Authority generally consults 
the Committee on matters having to do with wholesale market operational 
procedures and the latter, accordingly, makes suggestions and 
recommendations to the Authority before it makes decisions but these are 
not binding on the Authority. 

As regards wholesale market operations, the Authority charges fees for 
the entry of vehicles and for issuing buyers with entry papers. It regulates 
the entrance of persons (wholesalers, market staff", buyers and producers), 
indicates the various parking zones and establishes cleaning hours. 

Five-year contracts are established between the owmer/lessor and the 
user/lessee for the stall and all its annexes, but this docs not grant exclusive 
use of the loading and unloading bay, nor of the areas that are common to 
all exhibitors. Lessees are given the opportunity to renew contracts for three 
years at the same conditions but with a slight adjustment of the price. 

Wholesalers elect an Advisory Committee (7 members). 

Australia 

“Central markets” are the most important markets as regards the 
concentration of goods produced in a region and w here large quantities of 
produce are redistributed. In Australia, there are large central wholesale 
markets in Sydney, Melbourne, Brisbane, Adelaide and Perth. The Brisbane 
market is the only large public wholesale market. It is a public wholesale 
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market established by the State Government in accordance with the City of 
Brisbane Market Act. It is managed by a Trust which is ultimately responsible 
to the Minister for Primary Industries. Under the Act wholesale marketing 
in the Brisbane area can occur only at the Brisbane market. It is located 1 1 
km from the centre of town and has a surface area of 53 hectares. 

The Brisbane Market Trust, which is a legally appointed statutory 
authority, manages the market as required in legislation. It operates in a 
manner similar to a company’s board of directors, establishing policy and 
taking the most important decisions. The day-to-day operations are carried 
out by the General Manager and the staff employed by the Trust under the 
advice of the Chairman of the Board. There are also a number of sub- 
committees of an advisory nature as regards certain specific matters. The 
Trust has 30 employees. It keeps daily records of goods entering the market 
by collecting manifests at the entry gates. Goods arrive by road, rail and 
sea. 

The Act gives the Trust the power to establish by-laws for the regulation, 
management and government of the wholesale market. The Department of 
Primary Industries has final responsibility for approval of fees and rules but 
coordination is facilitated by representation in the Trust Board. The 
Department has the responsibility to license wholesalers especially those 
acting as commission agents. This system is under review, having been 
introduced to provide some protection to growers consigning produce from 
considerable distances from the market, at a time when communications 
were not as sophisticated as they are now. 

Leases within the wholesale market are established by rental contracts: 
for market stalls {10 years, with two options of 5 years each) and shops (5 
years, with another 5-year option). Land lease contracts have also been 
established for those wishing to build ad hoc premises. These are over much 
longer periods in order to allow the amortization of assets invested in the 
buildings, which become Trust property at the end of the lease. Commercial 
and office premises are rented under shorter contracts, of three to nine years. 

There are wholesalers’ and retailers’ associations. 

Argentina 

The Republic of Argentina is developing, in broad terms, a system based on 
the French model of the MIN and the Spanish model based on MERCASA. 
In 1967, the Buenos Aires Central Market Corporation was created by the 
Ministry of the Interior and the Economy, in partnership with the Provincial 
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Government of Buenos Aires and the Municipality of the City of Buenos 
Aires. It had a legal framework for the planning, building and administration 
of the Buenos Aires central market as the single wholesale market in the 
city. 

The Law 19.227 on Mercados de Interes Nacional (Markets of National 
Interest) of 9.9.1971 and its Regulatory Decree 3872/71 are aimed at the 
creation of a MIN network, operating as a public service. A market may be 
appointed as a MIN when it plays an important part in inter-regional trade. 
The MIN are considered public services. Management may be sub-contracted 
to ousiders as long as the producers have an adequate participation in the 
marketing process. 

There is a specified area over which it is possible to prohibit the building, 
restructuring or transfer of wholesale markets for four years. There is to be 
a protective perimeter established for a period of 20 years (extendable) from 
the opening of the market to prevent the establishment of wholesale activities 
in the same branch as the MIN. In addition, retailers are obliged to purchase 
their supplies in the MIN. 

The concessionaire of a MIN enjoys certain advantages, such as credits, 
land purchasing rights, technical assistance and protective perimeters. 

The internal by-laws formulated by the Executive Council should 
establish: hours of business, minimum quantities, sales systems, conditions 
and obligations for participants, assignment by tender of market stalls, access 
to the market confines, level of rents, fees, deposits and guarantees, 
inspection of installations and internal traffic regulations. 

The Executive Council must set up an information system in order to 
record market arrivals and prices. Such information can contribute to the 
orientation of producers, the efficient distribution of food supplies in the 
country and inter-market collaboration. This implies the introduction of a 
system for the grading of products and the standardization of packaging. 

The incorporation of other markets into the public service scheme is 
possible when such markets are sufficiently important at an inter-regional 
level, in that the products traded come from regions other than those in 
which they are consumed, when their transactions influence the pricing of 
product at national or regional levels and when they attract major regional 
operators. In such cases markets are declared to be of public utility and may 
be expropriated. The Government then appoints a managing authority for 
the concession. 

Markets may also be incorporated which operate without the physical 
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presence of the produce if no MIN operates in the area, as long as the products 
themselves are well enough graded, producers are present in the governing 
bodies of the market, the market administration guarantees the operations 
taking place and these serve to promote exports and the placing of produce 
on the internal market. 

The by-laws should regulate sanctions applicable to users and 
concessionaires. Finally, they recognize the Central Market of Buenos Aires 
as a MIN, with the Buenos Aires Central Market Corporation as its 
concessionaire. Its confines are established by an administrative agreement 
between the Nation, the Province and the Municipality. 

The Decree 3872/71 states that the governing body is the Ministry of 
Industry and Trade without prejudice to the Ministry of Agriculture. Together 
they appoint the MIN, define their protective perimeters and appoint the 
members of the Executive Council. The Ministry of Agriculture grants the 
concessions and licenses, approves the standard internal by-laws and those 
of each market, and receives information. 

The governing body creates the MIN Executive Council and inside each 
market there is also an Executive Council. The Corporation is directed by a 
Board of Directors, which includes representatives of the private sector. 
The stock capital is Jointly owned by public and private entities. It is exempt 
from all taxes. Within the market, the Corporation exercises all the functions 
required to achieve its objectives, including monitoring the supplies and 
hygiene. 

Through complementary administrative agreements, the public 
authorities govern the application of the market’s by-laws, its organization 
and the allocation of stalls, and manage the Corporation's resources. 

The authorities are responsible for the Corporation’s operations. 
Currently, the Corporation does not manage the market’s funds or control 
income and expenses. Basically, it administers the allocation of market 
spaces, carries out quality controls, keeps price statistics and organizes 
market security and cleaning services. It does not intervene in commercial 
operations. The wholesale market was inaugurated in 1984 and in 1987 the 
fruit and vegetable markets, that were closed on that occasion, resumed 
their operations. 
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Annex 1 

Excerpts 
from the by-laws 
of the Central Market 
for Fruit and Vegetables, 

Barcelona, Spain 

MERCABARNA, S.A. 

Article I . -The present regulations determine the organization and operation 
of the Central Market for Fruit and Vegetables of the Barcelona Food Centre, 
as well as its complementary installations, and must be complied with by 
all persons and legal entities formally authorized to make use of them. 

Article 3.1. - The organization and operation of the Central Market for 
Fruit and Vegetables of the Barcelona Food Centre is the responsibility of 
the Mixed Enterprise entrusted with the management of this service through 
its governing bodies. 

CHAPTER 1 - ORGANIZATION 

Section one 

The Director of the Fruit and Vegetable Market 

Article 4. - A Director, who will have the following duties, will assist the 
General Manager in the Market: 

a) to direct the personnel under his orders; 

b) to supervise the commercial activities taking place in the market to ensure 
that they are legal, reporting any anomalies to his superior officer; 

c) to ensure the orderliness, discipline and cleanliness of the Market and the 
proper use of installations for common use; 

d) to attend to the complaints of the public and market participants and 
transmit them, if need be, to his superior officer; 

f) to facilitate the full inspection of stalls and vehicles by the appointed 
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personnel and, if need be, carry out such inspections as he deems appropriate 
or as requested by the competent authorities; 

g) to inspect the weighing and measuring instruments and to ensure the re- 
weighing service; 

h) to inform stall-holders of communications from the Management and to 
keep the latter continuously informed, with appropriate reports, of all 
important events in the Market; 

j) to see to the conservation and maintenance of the building and its 
installations, requesting according to established procedures or directly, if 
necessary, the intervention of competent technical services; 

k) to keep the administrative records of the Market, the register of entries 
and exits of documents, the register of stall-holders, the record of files where 
these are kept and the record of works undertaken and the dates on which 
these were begun; 

l) to facilitate the accomplishment of the duties entrusted to the Central de 
Informacion de Productos de la Comisaria deAbastecimientosy Transportes 
(Information Centre of the Food Supply and Transport Commissariat) and 
the work of its staff, which fundamentally consists in collecting and 
comparing data and distributing the results obtained, without inherent 
prejudice to the compilation, classification and ordering of statistics on prices, 
origin and quantities of produce received and sold, in accordance with 
Management instructions; 

11) to attend to the financial administration and accounts of the Market; 

m) to see to the punctual recovery of all forms of charges, rents and fines, 
reporting without delay any late or non-payments of such dues to his 
Superior; 

n) to inform his Superior on Market operations and propose all forms of 
possible improvements; 


Section two 

The Advisory Committee 

Article 6. - The Fruit and Vegetable Market will have an “Advisory 
Committee”, whose composition and competencies are established in the 
following Articles. 

Article 7. - The Advisory Committee will consist of: 
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1 . The Market Director. 

2. Two representatives of the wholesalers of fruit and vegetables freely 
elected among these traders who operate within the confines of the Market. 

3. One representative of the farm workers’ associations. 

4. Two representatives of the retailers of fruit and vegetables, freely elected 
among those licensed to purchase in the Market, one of the Zone Markets 
and another from among the shopkeepers. 

5. One representative from the usual transport companies with municipal 
licenses. 

6. One consumer representative. 

7. One representative of the employees of the Fruit and Vegetable Market 
companies. 

8. Any other person the Company deems appropriate to consult with regard 
to policies to be implemented for the improvement of the Market’s 
operations. 


Article 8. - The Committee will be competent and will be consulted on all 
matters related to Market operations. 

Section four 

Sellers 

Article 1 3. - The following persons or legal entities will be entitled to operate 
as holders of fixed stalls in the Central Market for Fruit and Vegetables; 

a) wholesalers; 

b) farm workers’ associations, cooperative unions, as well as the 
cooperatives, commercial services and various associations of the producers 
of the goods sold on the Market; 

c) retailers’ associations; 

d) the Municipality of Barcelona, the Mixed Enterprise and the Food Supply 
and Transport Commissariat, either directly or through authorized entities. 

Article 14. — Any person, natural or juridical, may be the occupant of a 
market stand to provide other complementary services, providing they obtain 
the necessary authorization for the activity in question. 
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Article 1 5. - In all cases, stall-holders, of whatever category, must meet all 
the requirements and not be disqualified by any of the causes for 
disqualification stated in article 13 of the Regulations for the provision of 
services to the Markets and Slaughterhouses of the Food Centre. 

Article 16. - Licenses for stall occupancy are issued by the Municipality. 

Article 18. - I. The market stalls will be assigned periodically and their 
number will be set in accordance with the given circumstances in such a 
way that, at all times, transactions may ensure competitive marketing in 
defence of consumer interests and to obtain fair remuneration for the 
producers. 

- 2. Once stalls have been assigned to the w'holesalers and 
associations that have preference by virtue of article 19 of the Service 
Regulations, the remaining stalls will be assigned by a system of selection 
of the applicants aimed at ensuring that the assignee carries out his 
commercial activities in conditions which effectively correspond to the terms 
of the tender referring to the greatest benefit to urban food supply, 
transparency and fluidity of transactions, superior Market operation and, in 
general, better service to the public. When the number of qualified bidders 
exceeds the number of stalls available, the assignments will be made on the 
basis of the most advantageous offers formulated, also in accordance with 
the terms of the tender. 

Article 20. - Stalls for complementary activities in the Central Market for 
Fruit and Vegetables will be assigned by a selection process based on the 
economic and administrative conditions of the applicants. 

Article 2 1 . - 1 . In the Central Market for Fruit and Vegetables, “producer 
spaces” may be used by persons accredited individually or collectively as 
representatives of one or more agricultural enterprise, as owner, tenant or 
landlord, for any form of activity approved by the laws in force, and as long 
as they are not already stall-holders. 

- 2. When farm workers’ and breeders’ associations have an 
excess of goods, they will be able to use the “producer spaces”. 

Article 22. - In order to be accredited as an agricultural producer, certificates 
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from the fanners’ association or another competent body must be provided, 
stating where the land is located and specifying the class of products grown 
and the approximate size of the harvests. 

Article 23. - In the case of producers’ associations or cooperatives, 
documentation must be provided to accredit their legal constitution and the 
statutes or by-laws that regulate them. 

Article 24. - “Producer spaces’’ will be assigned on a daily basis, or for 
longer periods, as Management sees fit, and always in accordance with the 
spaces available at any given time. 

Section five 

Buyers 

Article 25. - The following will be able to operate as buyers in the Central 
Market for Fruit and Vegetables subject to the rules established in these by- 
laws: 

a) retailers and their groupings, chains and associations; 

b) institutions and communities of all categories; 

c) consumer associations and cooperatives; 

d) wholesalers not based in the Market, those that are, in cases approved in 
Article 38, and exporters; 

e) all persons or entities to whom the Mixed Enterprise grants licenses to do 
so as per this Article. 


CHAPTER II - OPERATION 

Section one 

Calendar and timetable 

Article 26. - The Market will be open for business every day of the year, 
except Sundays and civil and religious holidays that are determined by the 
Provincial Labour Delegation, upon proposal by the Municipality. 

Article 27. - The hours for each of the activities carried out in the Market 
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will be established by the Mixed Enterprise in co-ordination with the Market 
network, in agreement with the Municipality and after consultation with 
the Advisory Committee, and will be communicated to those concerned. 

Section two 

Entry to, presence in and exit from the Market 

Sub-section one 
Persons 

Article 28. - The public nature of the services provided in the Market makes 
it obligatory to allow free access to and presence in it to all persons taking 
part in activities related to the operations carried out within its confines. 

Article 29. — 1. The following persons will be allowed free access to and 
presence in the Market according to the established timetable and Market 
regulations: 

1) Staff-members of the Mixed Enterprise. 

2) Wholesalers and their authorized personnel. 

3 ) Members and employees of the Entities included under item b) of article 13. 

4) Producers identified as users of “Producer spaces”. 

5) Retail buyers and their authorized personnel. 

6) Staff appointed for loading and unloading and not on the Enterprise’s 
payroll. 

7) Authorized staff and employees of shops or industries within the Market. 

8) Transport company personnel. 

9) Personnel of companies delivering goods for sale in the Market and 
their representatives. 

10) Persons with special authorizations from the Enterprise. 

11) Staff of the Municipality, MERCASA, and the Food Supply and 
Transport Commissariat to carry out their duties in the Market. 

- 2. Persons included under items 1, 2, 3, 4, 5, 6 and 7 will have 
to be issued with appropriate permits by the Mixed Enterprise upon request. 

- 3. The Mixed Enterprise will be obliged to issue such permits 
to all persons sufficiently accredited according to the above categories for 
entry in the Market. 
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- 4. Persons externally employed will request the appropriate 
permit through the person or entity that employs them. 

- 5. Persons included under items 8, 9 and 10 will be issued 
with the appropriate authorization to enter and be present in the Market and 
will have to be supplied with a pass which clearly identifies them. 

- 6. In all cases, persons allowed to enter or to be present in the 
Market will be obliged to exhibit their permit or pass to employees of the 
Enterprise upon request. 

Article 30. - In all cases, the entry and exit of persons will take place through 
the gates specifically provided and indicated for this purpose by the 
Enterprise. 


Sub-section two 
Vehicles 

Article 31. - I . The entrances and exits of vehicles will take place through 
the gates that will be specifically indicated for this purpose. 

- 2. The movement and parking of vehicles in the confines of 
the Market will also be regulated. 

Article 32. - Entrance and parking fees for vehicles may also be charged, 
for which set tariffs will be established. Payment receipts must be shown to 
employees upon request. 

Article 33. - Goods purchased in the Market may be removed in motor 
vehicles belonging to legally authorized transport companies or to the buyers, 
or their representatives and which, providing they comply with the standards 
of hygiene, may carry a load of at least 250 kilos. 

Section three 

Selling operations 

Article 34. - 1 . Items admitted for sale in the Market for Fruit and Vegetables 
are; 

a) All species of fruit whether fresh, dried, deep-frozen, with pips or stones, 
frozen or lyophilized. 

b) All species of vegetables, roots, tubers or greens whether fresh, frozen, 
lyophilized or deep-frozen. 
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c) Mushrooms that are approved by the Sanitary Inspection Services. 

- 2. This list is purely indicative. 

Article 35. - Selling may only take place in the areas resen'ed for that 
purpose. 

Article 36. - The minimum quantity to be admitted and sold in the Market 
will not be less than one parcel (“bulto”). 

Article 37. - Licensed sellers in the market will refrain from selling to anyone 
who is not duly licensed to buy. 

Article 38. - Selling between wholesalers in the market is forbidden. Sales 
for the completion of minimum quantities, to clear stocks or any other similar 
circumstance can be exceptions to this rule at the Market Management’s 
discretion and with its express permission. 

Article 39.-1. Minimum quantities that should be sold per stall and per 
product category over the year or season will be indicated annually after 
consultation with the Advisory Committee. 

- 2. Non compliance with these minimum requirements may 
lead to a reduction in the market-space occupied by the stall-holder. 

- 3. Exceptions to the required minimum quantities may be made 
in the case of adverse climatic conditions or other causes of force majeure, 
providing the Mixed Enterprise considers the non-compliance justified and 
these conditions are sufficiently proven. 

Article 40. - Independently of the measures referred to in the above articles, 
established stall-holders and service providers for complementary activities 
will be obliged to provide their services on a permanent basis, not closing 
without written permission from the Market Management, save in cases of 
force majeure or authorized holidays. 

Article 41. - 1. When circumstances allow it, the Mixed Company will be 
able to make the use of non-returnable or disposable containers compulsory 
and impose a single standard container. 

2. Empty containers will be deposited in the hall designed for 
that purpose. The use of market stalls for that purpose is prohibited. 
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Article 42.-1. All wholesalers will display their products for sale in the 
stalls during selling hours, for the due regulation and transparency of the 
Market. 

- 2. The storage of products in cold stores or other warehouses 
in the market area, official or private, is subject to the rules of the Market 
by-laws, which expressly require the entry and exit of each product to be 
declared as per the instructions provided. 


CHAPTER IV - WORKS AND INSTALLATIONS 

Article 44. - 1. Without permission from the Service Management 
Company, no works or installations may be undertaken in the Market stalls. 

- 2. Should major works be advisable and in any case should 
they affect the structure and location of the stall, prior to permission being 
granted, a report must be made by the appropriate Technical Service. 
Article 45. - 1 . Any works or installations in stalls or “places” that remain 
permanently affixed to the floor, walls or other structural elements, will 
immediately become the property of the Mixed Enterprise. 

- 2. Works or installations will be considered pennanently affixed 
when they cannot be separated from floors, walls or other structural elements 
without breaking or deteriorating the latter. 

Article 46. - The costs of new works and improvements carried out by the 
Mixed Enterprise and considered neces.sary to provide better services, after 
consulting the Advisory Committee, will be charged to the users concerned 
at a rate proportional to the benefits they receive upon completion. 

Article 47. - The exclusive occupant of a market space must consent to any 
works to be carried out, whether they concern the common services and the 
road infrastructure or the necessary conditioning of serv ice operations. 

Article 48. - 1 . If, as a result of the works mentioned in the previous article, 
a licensed stall-holder is partly or totally prevented from exercising his 
activity, the fee he pays will be reduced in proportion to the disturbance 
caused. 

- 2. The Management will quantify the exact amount of the said 

reduction. 
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Article 49. - If, due to circumstances referred to in articles 47 and 48, a 
stall-holder is partly deprived of the use of his stall, the minimum quantity 
referred to in article 39 will be reduced in proportion to the space and time 
lost in the exercise of his activities. 


CHAPTER V - TARIFFS 

Article 50. - 1 . The different users of the Market will pay the fees established 
in the tariffs in force. Payments will be made at the times and conditions 
indicated by the Management Company in the provisions made by these 
by-laws for each service. 

- 2. They will also make a deposit in a form determined by the 
Mixed Company for the e.xerci.se of their activity. 


CHAPTER VI - CLEANLINESS 

Article 51.-1. Persons or entities holding a stall or “place” in the market, 
or providing complementary services will be obliged to see to the cleanliness 
of the spaces or installations they occupy and to deposit refuse in the places 
or containers indicated for easy collection within the appointed hours. The 
cleanliness of alleys, green spaces, parking areas and other areas and 
installations not included above is the responsibility of the Mixed Enterprise. 

- 2. Every market user is obliged to collect the refuse generated 
as a con.sequence of his activities in places of public transit. 

Article 52. - Refuse includes: 

a) matter collected in normal cleaning procedures; 

b) organic left-overs, both solid and liquid; 

c) unusable or throwaway containers, packaging or wrappers. 

Article 53. - 1. General collection and removal or processing of refuse will 
be carried out by the Market Cleaning Service. 

2. Liquid refuse as well as any inflammable, corrosive, 
infectious or harmful waste-products wdll be stored by those concerned and 
removed by the Cleaning Service in sealed containers sufficiently robust to 
avoid that the product may leak or evaporate. 
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- 3 . The Cleaning Service is exempt from the obligation to collect 
any left-overs, rubbish or remnants that are not considered refuse as per the 
previous article. 


CHAPTER VII - SANITARY INSPECTION 

Article 55. - All the foodstuffs stored, handled and sold in the Market, stalls 
and complementary structures, “places” and such-like, as well as the 
containers and vehicles related to the trade and transport in this activity are 
subject to sanitary inspection. 

Article 56. - 1. The Sanitary Inspection Service of the Central Market for 
Fruit and Vegetables is the responsibility of the Municipality of Barcelona, 
and will be carried out by the appropriate technical officers. 

- 2. The Service is responsible for the following: 

a) testing the sanitary state of foodstuffs; 

b) inspecting the conditions of hygiene in the Market stalls, installations 
and premises; 

c) confiscating and, if necessary, destroying foodstuffs that do not meet 
consumer requirements; 

d) formally reporting on the inspections carried out; 

e) optionally reporting the results of inspections and tests carried out. 

Article 57. - 1. The Service will carry out its normal duties or intervene 
when required, in application of the Spanish Code of Food Hygiene and 
other provisions regarding the hygiene, handling and transportation of 
foodstuffs. 

- 2. If any buyer makes a complaint about the state of products 
purchased, the Inspector will decide as to whether the complaint is 
appropriate or not. If it is, and at the claimant’s request, he will make a 
certified report so that the claimant may justify his right to compensation 
from the seller. 

- 3. If the latter does not agree with the Inspector’s report, he 
may, at his own expense, designate another private Veterinary expert. 

- 4. Differences that may arise between the opinions of the 
experts will be settled provisionally by the Director of the Municipal 
Veterinary Services under his responsibility and be communicated to the 
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Delegate of the Food Supply Services, who will resolve the matter. 

- 5. For complaints to be attended to they will have to be lodged 
before the goods are removed from the Market and be accompanied by the 
bill of sale. 

Article 58. - Sellers will not be able to refuse produce Inspections or 
confiscations for justifiable reasons. 

Article 59. - There will be no trade in the Market of products the Inspection 
has judged hygienically unsuitable for human consumption, which shall be 
destroyed to avoid consumption. 

Article 60. - No goods that are partly spoilt shall be offered for sale or 
handled without prior sanitary inspection to determine the causes and the 
degree of the spoilage, the quality grading of the products and whether they 
may be traded for industrial or other purposes. 

Article 6 1 . -The veterinary staff will keep a register where they shall record 
daily the confiscations made during their inspections, giving the origin, 
grade and weight of the products, the name of the seller and the necessary 
data for an exact identification of the service provided. 

Article 62. - In the same way, it is the duty of the wholesalers of Fruit and 
Vegetables whose goods are confiscated for not meeting consumer standards 
of hygiene to transport the confiscated products to the site designated by 
the Management Company for this purpose within the confines of the Food 
Centre. 

Article 63. - 1. All the Service’s interventions will be recorded in a report 
which will give a detailed account of the inspections, especially the methods, 
the number and form of samples taken and all the data required for the best 
results of the interv entions. 


CHAPTER VIII - OFFENCES AND SANCTIONS 

Article 64. - The Market users will be responsible for any infringement of 
these by-laws committed by them, their family or their employees. 
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Article 65. - Minor offences: 

a) arguments or disputes that do not create scandal; 

b) negligence with regard to the bearing or cleanliness of persons and stalls; 

c) disregard for instructions issued by the Management; 

d) single incidents of bad or unconventional behaviour; 

e) insufficient supplies, except if justified and unauthorized closure of stands 
for one to three days; 

0 any other infringement of these by-laws not considered a serious offence. 

Article 66. - Serious offences: 

a) repetition of any minor offence; 

b) arguments or disputes that cause scandal within the Market; 

c) blatant disregard for the Management’s provisions or orders; 

d) insulting the Director or Market staff by word or deed; 

e) modifications to the structure or installations of the market stalls without 
permission; 

0 causing damage, wilfully or through negligence, to the buildings, stall or 
installations; 

g) defrauding on the quantity or quality of goods sold; 

h) attempting to sell or selling to unauthorized persons; 

i) falsifying data in the documentation that must be given to the Enterprise 
regarding entry, exit and sale of products; 

j) not presenting the above-mentioned documentation or presenting 
incomplete documentation; 

k) not giving buyers the receipt for operations; 

l) subletting stalls; 

II) transfer or cession of license or lease without fulfilling the e.stablished 
procedures; 

m) unauthorized closure of the market stalls for more than three days without 
Justification; 

n) infringement of cleanliness provisions as indicated in Chapter VI if this 
seriously affects the hygiene of the goods or the market. 

Article 67. - All infringements of these by-laws and other provisions will 
be sanctioned in a way that is specific to the rule that is broken or by applying 
the following penalties. 

Article 68. - Penalties to be applied are: 
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A - Penalties for minor offences: 

a) admonition: 

b) fine of 50 to 250 pesetas. 

B - Penalties for serious offences: 

a) fine of 250 to 500 pesetas; 

b) suspension of sales on the stall for up to 30 days; 

c) reduction of up to a quarter of the duration 
of the license; 

d) cancellation or withdrawal of the license. 

Article 70. - Within the authorized limits, the amount of the fines will be 
fixed according to the circumstances of the case and with regard to any 
previous offences. 

Article 71.-1. The imposition of penalties is the duty of the Mayor, at the 
request of the Market Management or the Mixed Enterprise, depending on 
whether the offences are minor or serious respectively. 

- 2. Except in the case foreseen in the following article, the 
Mixed Enterprise, as the managing body of the market, will initiate the 
appropriate proceedings with a hearing of the offender. 

- 3. The imposition of penalties for minor offences, when these 
are proven will not require legal proceedings. 

Article 72. - When the offence committed appears, to the Mixed Enterprise, 
as warranting the withdrawal of the offender’s license to exercise his activity, 
the managing body of the Market will communicate the fact to the 
Municipality, with an account of the event and a full report, for the Municipal 
administration to initiate directly the appropriate proceedings and impose 
the relevant penalty. 

Article 73. - Offences that must be sanctioned by authorities other than the 
Municipality will be brought to their attention for them to initiate 
proceedings. 


ADDITIONAL PROVISION 

The present by-laws may be subject to periodic revisions every three 
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years, though modifications may be made at any moment and adopted on 
the basis of experience gained, following the same process for their approval 
as is applied in this instance. 
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Annex 2 

Example of rental contract 


Rental Contract Code N. 

Lessee: 

Date: 

The contracting parties of this rental contract acquire the rights and undertake 
the obligations that the present contract, the Regulations of Corabastos and 
the Code of Commerce impose in accordance with the following stipulations: 

CLAUSE ONE. - SIGNATORIES: The Corporacion de Abastos de Bogota 
S.A. “CORABASTOS”, a Mixed Enterprise on the National Register, linked 
to the Ministry of Agriculture, constituted by public deed N. 4.222, 5 August 
1970 signed before the Notaria Cuarta (4th) of the Circuito de Bogota, legally 

represented by its General Manager 

adult and resident in Bogota, identified by his national identity card 

N issued on and who will henceforth be referred to as 

the LESSOR on the one hand and on the other 

adult and resident in Bogota identified by his signature at the foot of this 
contract, who will henceforth be referred to as the LESSEE, agree to the 
present contract. 

CLAUSE TWO: SUBJECT: The LESSOR grants on lease, and in this 

capacity receives the LESSEE as tenant on 

N. in located at with a surface area of metres, and contained within the 

following boundaries: 

TO THE NORTH: 

TO THE SOUTH: 

TO THE EAST: 

TO THE WEST: 

TO THE ZENITH: 

TO THE NADIR: 
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CLAUSE THREE. - PURPOSE: The property subject to this contract 
will be used exclusively for the sale of in conformity with the general 
objectives of CORABASTOS as expressed in its Statutes. 

CLAUSE FOUR. - DURATION: This contract will have a duration of 
twelve (12) months as from 19. 

CLAUSE FIVE. - RENEWAL: If the LESSEE has acquired the right for 
this contract to be renewed, in conformity with the stipulations of Article 
5 1 8 of the Code of Commerce, the present contract will be renewed for a 
duration equal to that initially agreed. In this respect, providing notice is 
given thirty (30) days before the contract reaches its term, the contracting 
parties will be able to agree to new conditions for the duration and price to 
be applied under this contract. 

PARAGRAPH 

The new price agreed upon will not be inferior to a twenty percent (20%) 
increase on the previous rent, in accordance with the percentage of 
readjustment agreed to in clause Seven of this contract. 

CLAUSE SIX. - PRICE: The value of the monthly rent will be $ 

cash, to be multiplied by square metres at a rate of S per square 

metre. The LESSEE will pay monthly rent to the LESSOR in advance within 
the first ten (10) days of each month. Beyond this term of payment and until 
the 15th day of the month in question, the LESSEE will pay the LESSOR 
an interest of three percent (3%). Beyond this final term of payment, the 
LESSEE will be considered to have defaulted and the non-fulfillment of 
the contract will suffice for it to be terminated, the LESSEE having expressly 
renounced to the legal requirements. 

PARAGRAPH 

The mere tolerance on the part of the LESSOR of payments made after the 
1 5 first days of each month will not justify the modification of the established 
terms of payment. 

CLAUSE SEVEN. - READJUSTMENTS: The rent will be readjusted 
by twenty percent (20%) each time the contract is renewed expressly or 
tacitly. 
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CLAUSE EIGHT. - ESTABLISHMENT AND CESSION OF 
BUSINESS: The contracting parties recognize the LESSEE’S right to 
establish his business in the premises subject to this contract, as well as to 
carry out each and every valid legal act in this respect. 

PARAGRAPH 

In any case, the LESSOR reserves the right to authorize the cession of this 
contract and to be paid the corresponding cession premium. The contract 
may be transferred when the following requirements are fulfilled: BY THE 
TRANSFEROR: Complete and free access to all documentation and 
payment of all debts related to the commercial activity; BY THE 
TRANSFEREE: A guarantor of proven solvency who will replace the 
original guarantor, should the LESSOR authorize the transfer; two 
commercial references, one of which at least should be from an accredited 
user of Corabastos; one personal reference; an up-to-date legal certificate; 
a medical certificate; an authenticated photocopy of the business contract 
giving rise to the transfer. In order to guarantee the moral standing of the 
business and the rights of the LESSOR, any transfer of a rental contract 
that contravenes these stipulations automatically terminates the contract 
without any legal procedures being required, given that the LESSEE and 
the persons with whom the deal is made are jointly responsible as regards 
the LESSOR. 

CLAUSE NINE. - SUBLETTING: Subletting carried out in conformity 
with Article 523 of the Code of Commerce w ill only be valid if previously 
and expressly authorized by the LESSOR in accordance with Clause Eight 
of this contract. 

CLAUSE TEN. - REPAIRS: The LESSEE is obliged to carry out due 
repairs at his expense, in conformity with the Law' and with the permission 
of the LESSOR. 

CLAUSE ELEVEN. - IMPROVEMENTS: It is expressly forbidden for 
the LESSEE to make any form of improvements on the premises without 
prior permission from the LESSOR. If he makes them ignoring this 
requirement they will be considered part of the property, and the LESSEE 
will not be able to claim their possession or any compensation for the work 
undertaken. 
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CLAUSE TWELVE. - SERV'ICES: Electricity, water and sewage, 
telephone, security, cleaning and maintenance services will be supplied at 
the LESSEE’S expense. If these services are supplied in common, the 
LESSOR will establish payment procedures, quantifying the charges in 
proportion to the area rented and the rate of consumption, which the LESSEE 
will be obliged to respect. 


PARAGRAPH 

The non-fulfillment of this obligation will be considered a breach of contract 
and the LESSOR will be entitled to terminate it and reclaim his property. 
CLAUSE THIRTEEN. - BREACH OF CONTRACT: The non- 
fulfillment of any of the obligations contained in this contract will give rise 
to the termination of the contract and incur the payment of the financial 
penalty, in addition to the compensations due to non-fulfillment and penalties 
contained in the Regulations. 

CLAUSE FOURTEEN. - FINANCIAL PENALTY: The non-fulfillment 
of any of the obligations contained in this contract will give rise to the 
imposition and payment of a sum equivalent to three (3) monthly rents as a 
penalty. 

CLAUSE FIFTEEN. - REGULATIONS: The Regulations of Corabastos 
are incorporated in and form an integral part of this rental contract, and 
this is accepted by the LESSEE, who confirms that he knows and obeys 
them. 

CLAUSE SIXTEEN. - RETURN: Upon termination of the contract, for 
whatever reason, the LESSEE will be obliged to return the premises to the 
LESSOR in the same conditions as he received them, including authorized 
improvements, without there being any need for eviction or any legal 
proceedings, to which he expressly renounces including any right to retain 
the property. 

CLAUSE SEVENTEEN. - GUARANTEES: In order to ensure the 
fulfillment of this contract and the obligations that derive from it, the 
LESSEE must sign this contract with a guarantor of proven economic 
solvency, who will be jointly responsible with the LESSEE for all the 
obligations undertaken in the present contract, as well as those imposed by 
Law and the Regulations, not only as regards the main term, but also 
throughout the duration of any tacit extensions or renewals of the contract, 
until the property is returned to the LESSOR. 
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CLAUSE EIGHTEEN. - LEGAL COSTS: The costs of authenticating 
the signatures of this contract and its renewals, as well as the payment of 
the stamp duty, will be at the expense of the LESSEE. 

CLAUSE NINETEEN. - This contract renews the contractual agreement 

that existed between the same contracting parties since 19 Signed in 

Bogota at on 1 9 . 


THE LESSOR THE LESSEE 

General Manager 


THE GUARANTOR 
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